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... When the work is done 


on this bill frequency analyzer! 


+ 


This ingenious tabulator clas- 
sifies and accumulates in a 
many as 300 different regis- 
ters—and in one step! 


A battery of these Bill Fre. 
quency Analyzers is in cor 
stant operation serving mary 
utilities throughout Americ 


analyses. No clerical worki 
required in your offices. 
the interesting facts: 


Send for illustrated, free booklet—"The One-Step Method of Bill Analysis.” 


RECORDING AND STATISTICAL CORPORATION 


102 Maiden Lane New York 5, N. Y. 
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Sizes /" up. 


Attractive folders on this 
Regulator will be fur- 
mished free, at your re- 
quest, for distribution. 
Write for catalog and price 
list om Barber Burner 
Units for Gas Appliances, 
Conversion Burners for 
Furnaces and Boilers, and 
Regulators. 


THE BARBER GAS 


It's 
What's 
INSIDE a 


REGULATOR 
That 


Counts! 


A gas pressure regulator, like 
many other precision devices, 
may look just swell on the outside. But since no human 
being has an electronic eye, you can’t see what’s inside, and 
that’s the whole answer to performance and dependability. 
Of course, Barber Regulators are styled in keeping with 
the stream-lined appearance of modern appliances. But 
this “under cover” photo of a cut-away Barber Regulator 
shows something of the careful engineering behind the 
design of this product. As for materials, Barber uses 
brass or bronze wherever possible, with very substantial 
bodies, accurately machined working parts, springs of phos- 
phor bronze, and diaphragms of finest sheepskin, properly 
processed for domestic delivery gas pressures (for low- 
pressure on L-P gas, diaphragms are specially made of 
Vulcan Proofing). 

Barber Regulators are designed throughout to meet the 
most exacting demands for safety, economy and efficiency. 
You can use and recommend them, with full confidence, 
for appliances you sell or sponsor. 


BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohic 


BARBER oscssune REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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Service Shops in Other Cities % Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 12 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 12 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 
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NORWALK CONNELLY 
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Da the recent debate in the House 

of Representatives, prior to passage 
of the Rockwell Bill amending the Rec- 
lamation Act, an interesting statement 
was made about the effect of taxation 
on the electric bills of the consuming pub- 
lic. Representative Jensen, Iowa Repub- 
lican, said “the private utilities pay an 
average of three mills per kilowatt hour 
in Federal and state income taxes on 
every kilowatt hour they produce, and if 
they were not required to pay that Fed- 
eral and state income tax their rates 
would be less than TVA rates are today, 
and the record will prove it.” 


It has been generally known for a long 
time, of course, that the over-all impact 
of Federal and state taxation on rates 
charged by the business-managed elec- 
tric utility companies has been a most 
significant and confusing factor in any 
attempt to compare such rates with 
charges of publicly owned and operated 
utilities. This tax burden has varied 
during recent years. It has often been 
expressed in terms of percentage of gross. 


But Representative Jensen’s transla- 
tion of the tax burden into terms of three 
mills for every kilowatt hour produced, 
regardless of the various classifications of 
sales to the public, is an impressive state- 
ment concerning a situation which is 
causing growing concern. 


_—— and advocates of public power 
expansion concede in one way or an- 
other that this disparity of tax load at 
least results in an unfortunate situation. 
We rarely if ever hear any more 


about the so-called “yardstick” rate, 
which Federal power ventures were sup- 
posed to provide in measuring the per- 
formance of business-managed power 
utilities. This seems to be a partial ad- 
mission that public power rates are not, 
and, under present administration and 
tax policies, cannot be, a true yardstick 
in any fair sense. 
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T. N. SANDIFER 


WE are glad to present in this issue a 
thoughtful and penetrating analysis of 
this disparity of tax burden by an able 
and prominent exponent of public utility 
regulation. We refer to the opening arti- 
cle by Roy A. WEHE, assistant director 
of the public utilities department of the 
California Public Utilities Commission. 
Mr. WEHE is a graduate engineer of the 
University of North Dakota (EE, ’18), 
and also did graduate work at the Stev- 
ens Institute of Technology (’18) and 
Massachusetts Institute of Technology 
(EA, ’21). 


AsIDE from some brief service with 
General Electric, Bell telephone, South- 
ern California Edison, and the Navy, MR. 
WEHE has been continuously in the em- 
ployment of the California commission 
since 1923. He has served in practically 
all phases of commission | regulatory 
work, including assistant engineer, senior 
engineer in valuation, chief of the divi- 
sion of gas and electric, and since 1945 
assistant director of the public utilities Jj 
department. His article in this issue con- 
tains in substance a paper he originally ] 
prepared for delivery at the engineers’ 
conference of the National Association 
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| MORE SAFETY from All-’Round Vision 
of New “Pilot-House” Cabs! 

Note the tremendously in- 
creased vision of the new 
Dodge cabs. Windshields and 
windows are higher and wider. 
New rear quarter windows are 
available —adding still more to 
vision, and safety. You get 
true “Pilot-House’’ vision. 


_— ee 


TB Mi —_  YGM4YY0, 
WH Lcd 


NEW 


FIT THE JOB. 


MORE COMFORT from New Adjustable 

“Ait-O-Ride” Seats! 
**Air-O-Ride” seats give you 
exactly the comfort you want. 
You may have a “soft”, 
“firm” or “medium” seat 
simply by moving a lever at 
bottom of front seat. Seat can 
be adjusted seven full inches 
to accommodate driver. 


Set kaled TRUCKS 


- LAST LONGER 


.. from New All-Weather Ventilation! 


Whether it’s 10° below or 
100° above—you can be com- 
fortable! Available is an ingen- 
ious combination of fresh air 
intake, newly designed hot 
water truck heater, with fan, 
defroster tubes, vent windows 
and cowl ventilator. 


EASIER HANDLING Because of New 

Chassis Design! 
By moving the front axle back 
and the engine forward, Dodge 
has achieved improved ma- 
neuverability and better 
weight distribution. Wider 
front axle tread ... and a new 
type of cross steering... permit 
considerably shorter turning 
diameters. 


. . And Your New Dodge Track will 
be “Job-Rated,” too! 

Every unit of your truck... 
from engine to rear axle... 
will be ‘‘Job-Rated”’ for econ- 
omy, dependability, perform- 
ance, and long life. The 248 
basic chassis and body models 
are engineered and built for 
gross vehicle weights up to 
23,000 Ibs., and for gross 
train weights up to 40,000 Ibs. 
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of Railroad and Utilities Commissioners 
at Madison, Wisconsin, last June. 


* * * * 


LTHOUGH most of the material which 
the U. S. State Department’s new 
book on the Stalin-Hitler pact of 1939 
has long been known in general, if not 
in detail, there are still some lessons that 
can be driven home by this official docu- 
ment—perhaps some profitable lessons in 
the light of the current debate over the 
Marshall plan for aid to Europe. One 
lesson which is stressed is the difference 
between public opinion in a democracy 
and public opinion (or the absence of it) 
in a slave state. 


IN short, it teaches us that totalitarian 
powers (which, as Von Ribbentrop has 
pointed out, do not have to worry about 
public opinion) can be as ruthless, as 
cynical, and as deceitful in their dealings 
with each other, as so many thieves. 
Diplomacy between such powers cannot 
follow any code which honorable men 
can understand, much less justify. Op- 
portunism is the primary principle and 
greed seems to be the primary objective. 


HENCE the importance of an alert pub- 
lic opinion as a sure brake on the ex- 
cesses of government. Hence the impor- 
tance of full discussion at this time of 
what the Marshall plan will mean to us 
in this country, as well as to the dis- 
tressed European countries which would 
be recipients of our foreign aid. We have 
to remember that, if the reconstruction of 
Europe is to proceed according to the 
Marshall timetable, there will have to be 
a resumption of trade on a large scale, 
even between countries on both sides of 
the so-called “iron curtain.” 


But putting first things first, we must 
also understand what this foreign aid 
will méan in terms of our domestic eco- 
nomit machinery. We have heard a great 
deal of talk of what it will mean in terms 
of dollars and cents. But in these days 
of shortages it is even more practical to 
consider what it means in terms of tur- 
bines and switchboards and appliances, 
and things which actually can readily be 
translated into adjuncts of a productive 
and operating economy. 
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It is with this thought in mind that we 
present in this issue an analysis of for- 
eign aid from the standpoint of public 
utility industry supply. It is the product 
of a well-known Washington writer 
on business and economic subjects, T. N. 
SANDIFER, whose article entitled “Some 
Ts of Foreign Aid” begins on page 


* * * * 


oo P. KANNINEN, author of the 
article on “The Wage Structures of 
Gas Utilities” (beginning page 214), is 
an economist with the U. S. Bureau of 
Labor Statistics. Since 1934, when he 
joined the bureau’s staff, he has been en- 
gaged in wage studies of a wide range of 
industries, including the aircraft, auto- 
motive, steel, machinery, meat packing. 
and various textile industries. He has 
assisted fact-finding panels appointed in 
wage disputes in the machinery and gas 
utility industries. During 1947, Mr. 
KANNINEN condu¢ted a comprehensive 
study of earnings, hours, and working 
conditions in plantation and urban indus- 
tries in the Territory of Hawaii. 


* * * * 


is the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may be 
found the following: 


THE United States Supreme Court 
considers whether a state may regulate 
sales of gas by an interstate pipe-line 
carrier direct to industrial consumers for 
consumptive use. (See page 97.) 


ACCOUNTING treatment for premiums 
paid on called bonds and on stock retired 
is outlined by the California commission. 
(See page 107.) 


THE New York commission investi- 
gates a water company’s duty to replace 
a reservoir destroyed by a cloudburst as 
affected by the company’s difficulty in 
borrowing money to finance the replace- 
ment. (See page 111.) 


THE next number of this magazine 
will be out February 26th. 


Te Coa 
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NOW... 


nipples 


for public utilities . . . in the new Remington Rand 


Cushioned Power: Built-in steel cushions reduce noise 
and vibration—lessen wear on moving paits. 


Streamiined Action: Longer, feather-touch motor bars 
and compact 10-key keyboard speed every operation. 


Free Booklet: Write for “Ripples of sound.” Remington 
Rand, 315E Fourth Avenue, New York 10, N. Y. 


e 
the new Remianglon Rand electric adding machine 
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VEXT ISSUI 





THE ROLE OF PROFIT IN PUBLIC UTILITY OPERATIONS 


lf private property, the réle of supply and demand, and the 
profit motive are the three guiding principles of our American 
economic system, then steps taken to safeguard each are tanta- 
mount to steps taken in our national defense. Justin R. Whiting, 
president of Commonwealth & Southern Corporation, describes 
the challenge of present-day trends as especially applicable to 
public utility operations. 









NATIONAL ASPECTS OF THE ELECTRIC 
POWER BUSINESS 


In these uncertain and critical times it takes a brave prophet 
to hazard a 5-year forecast on an industry as large and important 
as electric power utility business, faced as it is with such prob- 
lems of plant expansion and increased demand. Nevertheless, 
H. P. Liversidge, chairman of Philadelphia Electric Company, 
gives us such a long view of probable developments in the elec- 
tric power industry. His background as one of the nation's lead- 
ing executives in this field warrants careful consideration of 
his thoughtful examination of things to come. 














TVA PLANNING HUGE EXPANSION 


In mid-March the Senate Public Works Committee will open 
hearings on the broad question of what is wrong, if anything, with 
the operation of TVA. In recent years the tendency of TVA to 
expand without let or hindrance has caused concern not only in 
the utility industry but among students of government. John P. 
Callahan of the staff of The New York Times will give us a clear 
news analysis of the latest phase of TVA ambition plans. 












AN INVESTMENT APPRAISAL OF THE ELECTRIC 
UTILITY INDUSTRY 


Another forecast for the future, this time from the utility in- 
vestment point of view, is contained in this survey by an experi- 
enced analyst of utility securities, Charles Tatham, Jr., vice presi- 
dent of Institutional Utility Service, Inc. This author has made 
an effort to evaluate various factors such as rate outlook and tax 
prospects in order to give us an accurate appraisal of the indus- 
try's prospects. 

















A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, review, Washington gossip, 
and other features of interest to public utility regulators, — 
executives, employees, investors, and others. 
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CRESCENT SYNTHOL 


Synthol Type T.W. is the 
most desirable and lowest cost 
Building Wire for use in WET 
LOCATIONS under Sec. 3102b 
of the 1947 National Electrical 
Code in raceway systems: 
(1) Underground (2) In con- 
crete slabs or other masonry 
in direct contact with earth 
(3) In wet locations (4) 
Where condensation or ac- 
cumulation of moisture within 
the raceway is likely to occur. 


FOR 
BOTH DRY 
AND 
WET LOCATIONS 


CRESCENT SYNTHOL Building Wires and Cables are insulated 
with a special, tough, thermoplastic compound that results 
in wires of unexcelled Permanence, Safety, Adaptability 
and Value. They combine high dielectric and mechanical 
strength with the following desirable features. 

SMALL DIAMETER—has smallest outside diameter for same 
conductor size, permitting more conductors, or larger con- 
ductors in same space. 

FLAME RETARDING—SYNTHOL insulation will not support 
combustion. 

LONG LIFE—practically unaffected by continuous exposure for 
years to sunlight or air; more stable than any rubber insula- 
tion. 

RESISTANT to moisture, acids, alkali and most chemical sol- 
vents. 

OILPROOF—cutting oils, greases and petroleum solvents do 
not injure SYNTHOL. 

BRIGHT COLORS—non fading, the insulation is the same 
color throughout so color will not scrape off; easily cleaned; 
twelve colors. 

FREE STRIPPING—makes splicing and soldering easier and 
faster. 

EASY PULLING—because SYNTHOL wires have a permanent 
clear wax lubrication on their hard, smooth, abrasion re- 
sistant surface. 


CRESCENT 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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The Wall Street Journal. 


Tuomas E. Dewey 
Governor of New York. 


ALEXANDER E. PATTERSON 
President, Mutual Life Insurance 
Company of New York. 


N. BAXTER JACKSON 
Chairman, Chemical Bank & 
Trust Company. 


WIntTHROP W. ALpRICH 
Chairman, Chase National Bank. 


Tuomas J. WATSON 
President, International Business 
Machines Corporation. 


Joun E. BrerwirtH 
President, New York Trust 
Company. 


Eart BuNTING 
Chairman, National Association of 
Manufacturers. 


Devereux C. JosEPHS 
President, Carnegie Corporation of 
New York. 


SuMNER T. PIKE 
Member, Atomic Energy 
Commission, 


FEB. 12, 1948 


was in the world two opinions alike.” 


—MOoNTAIGNE 





“If something must be ‘regulated’ why not start with 
the regulators ?” 


* 


“Government, if mismanaged, can be the greatest factor 
in producing an increasing inflation.” 


+ 


“Increased production and savings are the keys in which 
industry and government can provide the leadership in 
raising living standards.” 


a 


“Until there is some reduction in income taxes, equity 
capital will not be available from the sources from which it 
has always been obtained.” 


> 


“The rise in interest rates recently has been noteworthy 
because of the trend indicated rather than because of any 
substantial rise in the cost of borrowing.” 


* 


“In our ability to grow, through the opportunities offered 
by America’s system of free enterprise, lies the future of 
this country ... and our assistance to the world.” 


* 


. all figures shown today indicate that industry, 
through depreciation account, does not begin to have 
enough money to replace the facilities that are required.” 


a 


. so long as it is legal to earn and save and invest 
an honest dollar, it is management’s primary job to put 
that dollar to use to step up productivity and to eliminate 
human drudgery.” 


“ 


“ee 


> 


“As government becomes more intricate, the more neces- 
sary it is for decision-making executives to have proficient 
assistants. If our democratic civilization is to survive, 
knowledge should also be present.” 


“Tt seems reasonable to expect that atomic power 
will come in gradually, will serve to supplement rather 
than replace other sources, and may never do more than 
to fit into niches for which it is particularly suited.” 
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RUST-OLEUM gives lasting protection 


Rust-Oleum is the modern, quick, low-cost way to stop and prevent 
rust on iron and steel surfaces of buildings, towers and other equip- 
ment. Many public utilities use Rust-Oleum. It adds years of extra 
service to all metal. Rust-Oleum can be applied over metal already 


+ Wt Cuts 
vaintenanc® Costs 


3W 


1, Apply Directly Over Rust 
Wirebrushing to remove scale and dirt 
is all that is necessary. Any rust left 
is eliminated when Rust-Oleum is 
applied. Avoid cost of sandblasting 
or chemical rust cleaners. 


2. Quick end Easy To Apply 
Brush, dip or spray. Rust-Oleum goes 
on quickly without professional equip- 
ment or labor. No brushmarks...flows 
out completely self-leveling. On aver- 
age jobs, 25% of normal time is saved. 
3. Costs Less Per Square Foot 
Material cost is less than 1-cent per 
*quare foot. Lasts 2 to 10 times longer 
Se cotners materials. Excellent 
ecorative appearance and superior 
Performance. 


eee 


rusted. It penetrates rust...incorporates it in the film...and forms a 
tough, durable, elastic coating that defies rain, snow, dampness, fumes 
and other rust-producing conditions. It may be applied over clean 
metal or on surfaces previously painted which are sound. There are 
Rust-Oleum products for interior or exterior uses. Complete engineering 
service is available. A demonstration by a qualified specialist at no 
cost or obligation can be arranged promptly to show you how Rust- 
Oleum can reduce maintenance costs and constantly protect your large 
investment in buildings and equipment. All colors and aluminum. 
RUST-OLEUM corporation 
2457 Oakton Street, Evanston, Illinois 
Please send mea free copy of the new Rust-Oleum Catalog showing 
color selection and recommended uses. 
Name 
Company. 
Addre 


Town 
O Check here for name of nearest distributor. 
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F. A. HARPER 
Member, The Foundation for 
Economic Education, Inc. 
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Company. 
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President, National Coal 
Association. 


CuHaries E. Witson 
President, General Motors 
Corporation. 


Harry F. Byrp 
U. S. Senator from Virginia. 


Tuomas Lomax HuNTER 
Columnist. 


RALPH HENDERSHOT 
Financial editor, New York 
W orld-Telegram. 
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“Since inflation is basically a money question, and since 
control over money resides with the government, the place- 


- ment of guilt for past events as well as responsibility for 


the future rests clearly on its shoulders,” 


* 


“There can be no genuine economy at Washington with- 
out a reduction of the cost of personal service; there can 
be no reduction of that cost without elimination of many 
activities which may seem desirable to. somebody.” 


* 


. rail earning power must be raised to a fair leyel 
if new investors are to be encouraged to make available 
the money for continued betterment of rail properties. 
Otherwise the quality of rail service is sure to suffer.” 


* 


“The continued demand, by self-styled ‘liberal’ and 
‘democratic’ groups that such industries as electric power, 
coal, the railroads, and the rest, be nationalized in the 
interest of the masses of the American people, is strictly 
in accord with the aims of dictatorship.” 


5 


“During and since the war, all our increase in produc- 
tivity and more has been absorbed by the highest cost of 
government we have ever known. Thus there has been 
nothing left over to increase living standards, especially 
since we promptly returned to the 40-hour week after 
the war.” 


“ 


* 


“Our greatest responsibility is to keep America strong 
at home. Fiscal instability here would serve the enemies of 
democracy far more than any weapon that could be de- 
vised. Our financial soundness is the only hope for world 
stability. Without it, there would be no bulwark against 
Communism and freedom could not survive either here or 
elsewhere.” 

i 


“Spend-and-spend-and-spend had its period of greatest 
popularity when it meant taking money from the rich 
Americans and scattering it as largess to the thriftless and 
the indolent Americans. It has rapidly lost popularity 
since it has meant taking money from practically every 
American taxpayer to keep the world’s indigent across the 
seas on relief.” 


* 


“That our production is as great as it is can be at- 
tributed to the vast amounts of money our industries have 
spent on labor-saving machinery. This machinery costs 
money. This money must be provided by the savings 
of investors or by the earnings of corporations or both. 
It will not be available in the future if the government 
places too many obstacles in the way of corporate profits.” 
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LOOKING INTO THE 


VICIOUS CIRCLE Mr. 
Higby discovered. that 
waxings didn’t last. Re- 
placement coats piled 


up, became slippery, 


took hours to remove. 
Costs were sky-high ... 
and so were accidents. 
So he called in a Legge 
floor engineer. 


THis GENTLEMAN .. . let's call him Mr. 
Higby . .. was riding 4 merry-go- 

floor maintenance costs. Each week his 
got a coat of wax. Soon it had to be s 

off, then put on all over pasts . ss t0 the: 

of $631.40 a month. es 


BRAKES DOWN The ~ 
Higby how to put che 
brake on costs: One ap- __ 
plication of Legge Non- © 
Slip polish plus regular . 
moppings. No weekly. 
waxings, no scrubbings. 
Non-Slip floors at sav- 
ings of 82%! 


HOW MUCH OF YOUR OVERHEAD 


IS UNDERFOOT? 


Old-fashioned floor maintenance often pads overhead with many hard-to-trace 
“hidden” costs. You'll find a frank discussion of how to combat them in our free 
booklet, “Mr. Higby Learned About Floor Safety the Hard Way.” 


It tells how a Legge technician engineers a money-saving program to your needs 
. . how Legge reduces slippery floor accidents up to 95% for leading organiza- 


tions . . 


New York + 


los Angeles 


. how this safety plan is recommended by many casualty insurance 
companies. 


IT’S YOURS WITHOUT OBLIGATION § You'll 


find this book worthwhile reading. For your 
copy, clip the coupon to your letterhead and mail. 


OF WON-SL/P F\00R MAINTENANCE }iiteitvnabhialeessiieaieaa die 


Signed 
WALTER G. LEGGE COMPANY, INC, "2 


St.Louis « Chicago + Ft. Worth 
Washington,D.C. © Denver + Rochester 


WALTER G. LEGGE CO., INC. 

11 West 42nd St., New York 18, N. Y. 
360 N. Michigan Ave., Chicago 1, iil. 
Gentlemen: 

Please send me your free book, “Mr. 








Type of Floor 





. * Cleveland 
. yada: * Detroit Area q. ft. ve 


.. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly February 12, 1943 JiFeb 





Recent C-E Steam Generating 





COMBUSTION 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACFS PULVERIZED FUEL SYSTEMS AND STOKERS, ALSO SUPERNEATERS, ECONOMIZERS AND AIR WEATERS 
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Units for Utilities... 





WATERSIDE STATION 


CONSOLIDATED EDISON COMPANY OF NEW YORK, INC. 


















HE C-E Unit illustrated here is one of two such units now in 
eae of fabrication for Waterside Station No. 1 of the 
Consolidated Edison Company of New York, Inc. 

These are each designed to produce at maximum continuous 
capacity 1,000,000 lb of steam per hr at 1625 psi and 955 F. It is 
interesting to note that these two units will replace the entire 
fifty-three boilers with which the station was formerly equipped. 

The new units are of the 3-drum type with an additional dry 
drum. They have 2-stage superheaters and integral, finned tube 
economizers in the last boiler pass. Regenerative type air heaters 
follow the economizer surface. 





The furnaces, which are of the slagging bottom type, are fully 
water cooled, employing both closely spaced plain tubes and 
finned tubes as required. The units are pulverized coal fired, 
using C-E Raymond Bowl Mills and C-E Vertically-adjustable, 
Tangential Burners. B-191A 


a 
1} ENGINEERING 


200 MADISON AVENUE ° NEW YORK 16, N.Y. 
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NOW AVAILABLE! PROCEEDINGS 
1947 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


LIMITED EDITION! 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Review of Current Telephone Rate Cases — An Analysis of the Capital Structure 
of Electric Utilities — Carload Traffic Studies — Progress in Regulation of Public 
Utilities — Corporate Finance — Warehouse Regulation — Motor Carrier Revenue 
and Rates — Rates of Public Utilities — Telephone Studies — Legislation 


These and others 88.50 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Telephone Separation Manual: 
This manual is the result of studies of the NARUC and FCC Joint Committee and develops 
a system of procedures providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board and 
station-to-station bases of rate making. (This manual is not included in the volume of 
Proceedings above referred to) ..................0...:: Sa ieteidkelhs she rnxdilenscthe $2.00 
Rates of Public Utilities (1947 Committee Report) 


Depreciation: 
(1946) Methods of Pricing Retirements from Group Property Accounts 
1944 Report of the Committee on Depreciation (Supplement to 1943 Report) 
1943 Report of the Committee on Depreciation (277 pages) 


interpretations of Uniform System of Accounts for Electric Utilities ............. 1.50 


interpretations of Uniform System of Accounts for Gas Utilities ...............- 1.50 
Interpretations of Uniform System of Accounts for Water Utilities .............. 1.50 


(Where remittance accompanies order we pay forwarding charges) 





NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. C. 





February 12, 1948 Public Utilities Fortnightly 


CLEVELANDS 
dliways Ligbenidlable 


ON ALL TYPES OF TRENCHING JOBS 
..- TOUGH OR NORMAL 





GAS 
GASOLINE 
OIL 

WATER 
SEWER 
CONDUIT 
DRAINAGE 
IRRIGATION 


BUILDING 
FOUNDATIONS 


With a CLEVELAND on the job you can absolutely depend on 
getting the work done with speed and economy because CLEVELANDS have what 
it takes to deliver top performance in all sorts of soil and over the toughest terrain. 


Their rugged all-welded-steel fabrication assures the stamina to stand up under 
the toughest going—abundant power correctly applied keeps them rolling smoothly 
along—a wide range of transmission-controlled digging and travel speeds enables 
the operator to use the one best suited to the work in hand—all controls within 
instant reach of the operator and a clear view of the work at all times make for 
extreme ease of handling and maneuvering—low fuel consumption and quick, 
easy field repairs assure minimum operating and maintenance costs. These are 
but a few of the many reasons why you can always depend on your CLEVELAND. 


20100 ST. CLAIR AVENUE 
THE CLEVELAND TRENCHER CO. 200°) Ce" Aven 
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YOU CAN ALWAYS COUNT ON 


EXIDE BATTERIES 
FOR DEPENDABLE CONTROL BUS OPERATION 


With Exide Batteries on the job, other storage battery tasks. 


you can be certain of prompt and By ide Batteries have earned the con- 
powerful action the instant it is fidence of engineers everywhere, 
needed. Because of their depend- = and their widespread use is proof 
able performance through many of their dependability, long life and 
years, Exide Batteries are preferred ease of maintenance. 

by leading sta- 


Whatever your 
tions for control i storage battery 
bus and switch- problems may be, 
gear operation, XI @ Exide engineers 
emergency light- will be glad to help 


ing service and you solve them. 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 


RR 
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Attilities Almanack 








z FEBRUARY z 





q og Electric Institute, Electrical Equipment Committee, begins meeting Cincinnati, 
hio 





American Gas Association, ~eoy Gas Section, Eastern Natural Gas Sales Con- 
ference begins, Pittsburgh, Pa., 1948. 








National Electrical Manufacturers Association will hold conference, Chicago, Iil., 
Mar. 14-18, 1948. 





| Associated Equipment Distributors begin annual meeting, Chicago, Ill., 1948. 








U. S. Conference of Mayors begins annual meeting, New York, N. Y., 1948. 





Texas Telephone Association will hold convention, Galveston, Tex., Mar. R 


" 15-17, 1948 





Southern Gas Association will hold annual convention, Galveston, Tex., Mar. 24-26, 
1948. 





Pennsylvania Electric Association, Systems Operation Committee, begins conference, 
Reading, Pa., 1948. 








Midwest Regional Gas Sales Conference will be held, Chicago, Ill., Mar, 29-31, 1948. 





Nebraska Telephone Association will hold convention, Omaha, Neb., Mar. 30, 31, 1948. 











National Association of Home Builders begins convention, Chicago, Ill., 1948. 








American Concrete Institute begins annual convention, Denver, Colo., 1948. 





National Association of Broadcasters, Board of Directors, begins meeting, Hot () 
Springs, Va., 1948. 





4 American Gas Association, Midwest Personnel Conference begins, Omaha, Neb., 1948. 
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The Human Touch of Communications 


(Historically symbolized by. the artist, Buell Mullen, from 


7 the simple handclasp to modern radar 





Public 
Utilities 


FORTNIGHTLY 


Vor. XLI, No. 4 


FEBRUARY 12, 1948 


Public Power and Taxes 


While this article does not discuss the relative merits of public and 
private power, it does explore the general tax situation with reference to 
the respective contributions made by the business-managed power utility 
industry and public power operations. This author has made a careful 
endeavor to analyze relevant facts objectively in an effort to appraise 


the over-all impact on the American power ind 


ustry as a whole—result- 


ing from the current tax policy followed in the United States. 
By ROY A. WEHE* 


CURSORY analysis of the long- 
A time trends appears to indicate 
that installed capacities are now 
below the normal trend line, while en- 
ergy production is above, This situa- 
tion is not surprising in view of the 
1930 depression period, which was 
shortly thereafter followed by the war 
years, with restrictive building and 
long hours of use. 
While no thorough engineering or 
economic study has been made, esti- 


*Assistant director, public utilities depart- 
ment, California Public Utilities Commission. 
For gatidonal personal note, see “Pages with 

itors,” 
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mates are shown for the years 1960 
and 1980 with the thought it would 
be helpful to have some idea as to the 
possible growth in the electrical indus- 
try. These estimates in turn may be 
used to gauge the importance of the 
continuation in the shift between pri- 
vate and public power and the tax bur- 
den in the future utility picture. 
The gains shown, as outlined in 
Table I, may well prove to be too 
conservative, but there are many vari- 
ables that could act to change the esti- 
mates substantially either way so these 
may be taken as adequate for our pur- 
pose. 
FEB, 12, 1948 
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The per cent of installed capacity in 
public power has steadily increased 
since 1920, when it was slightly in ex- 
cess of 5 per cent. The tabulation in 
Table II sets forth the growth, showing 
that in twenty-five years it has in- 
creased to over 19 per cent up to 1946. 


| ypromas power production of electric 
generation has had a somewhat 
similar growth—public power account- 
ing for 18.6 per cent at the close of 
1945. 

One may logically inquire: What 
does the future hold in respect to 
growth in public power? Probably no 
one can answer this question with much 
certainty, but even a very casual re- 
view will point to the probability of an 
ever greater rate of increase unless 
some basic and fundamental changes 
take place. During the last ten years, 
ending with 1945, public power in- 
stalled capacity has almost tripled, 
while private utilities show a gain of 
but slightly more than 25 per cent— 
though, in new capacities installed, pri- 
vate utilities had the larger kilowatt 
gain in the relationship of 8.4 to 7.2 
million kilowatts. 

New gains in public power are not 
limited to capacities brought in by new 


construction, inasmuch as municipali- 
ties, power and irrigation districts, and 
REA’s also acquire’ existing produc- 
tion and distribution systems through 
purchase and condemnation. Witness 
the acquisition of private utilities, or 
portions of their systems, in the TVA 
and Bonneville areas, As a further ex- 
ample of this, it is my understanding 
that, with the purchase of the Nebraska 
Power Company, the state of Nebraska 
is now completely served by public 
power, In the Pacific Northwest, pub- 
lic utility districts are acquiring local 
distribution systems. In California, the 
Sacramento Municipal Utility District 
has just taken over an extensive system 
from one of the private utilities. 

The potentialities, in reference to 
new construction that probably falls 
under public power, can, in part, be il- 
lustrated by Federal power projects 
that are now proposed or under con- 
struction by the Bureau of Reclama- 
tion and the Army Engineers. These 
new power capacities for the Rocky 
mountain and western coast states are 
in excess of 25,000,000 kilowatts. 

If 40 per cent of the new capacity 
added up to 1960, on the program out- 
lined, were public power, and assuming 
but 5 per cent for acquisition of exist- 


2 


TABLE I 


Population Kw. coey — 
In OV iliions Millions* 


105.7 12.7 
122.8 

131.7 

139.6 

140.8 

153.4 

163.9 1 


| Kw.-Hr. 


Kw. Hr. 
Kw. Per Per 


Capita Billtons® Capita 
120 39.3 372 
263 90.7 737 
302 : 1,074 
357 z 1,587 
359 : 1,580 
535 . 2,220 

702 . 3,200 


*Excludes mining and manufacturing plants, electrified railways and railroads, 


noncentral stations. 
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TABLE II 


Public Power 


Per 
Cent 


(3) 
5.0 
6.1 
13.5 


19.3 
19.3 


*Millions of kilowatts. 


Kilowatts of Installed Capacity 


Private Power 


Amount* 
(4) 


2 


ing private systems, government pro- 
ductive capacity at that period would 
have increased to 30 per cent of the 
total. 

Looking to the next period, and 
allowing about the same rate of 
growth, government power by 1980 
could quite easily account for 40 per 
cent of the total. In the light of what 
is now taking place, the percentages are 
looked upon as conservative. 

With this introduction there has 
been presented, in some small measure, 
the place public power occupies in rela- 
tion to private power. We can now 
more appropriately direct our attention 
to the subject of taxes. 


The Private Utilities’ Tax Bill 


T= tax bill of the private utility 
companies of the United States 
reached a current maximum of $680,- 
000,000 in 1943, or approximately 24.1 
cents out of every dollar of operating 
revenue, Taxes in 1946 had fallen to 
about $606,000,000, or 19.4 cents on 
the customer dollar paid for electric 
service. This change, as we know, was 
due almost entirely to the removal of 
the Federal excess profit tax. Taxes 
during this recent period, as a matter 
of fact, were lower than normally 
would have resulted under the tax rates 
obtaining because of the heavy charges 
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resulting from extensive refinancing 
that took place, as well as amortization 
write-offs that were permitted. In 1940 
the tax bill was about 60 per cent of 
the 1943 figure and averaged 17.7 per 
cent on the revenue. If we go back an- 
other ten years we find that the total 
private electric utility tax bill was ap- 
proximately ten cents on the customer 
dollar. 

We know, likewise, that since the 
1938 and 1939 periods, the Federal tax 
burden on private power has more than 
doubled.* Last year the division as be- 
tween Federal and local taxes for pri- 
vate electric utilities was on a 60-40 
basis. 

The Federal and local tax burden 
may vary materially as between differ- 
ent states and with different utilities 
within a state. For example, in Cali- 
fornia the tax bill for the major private 
electric utilities reached a maximum of 
$66,400,000 in 1945. Last year the fig- 
ure was $50,400,000. The division as 
between Federal and local taxes, ex- 
pressed as a percentage of gross rev- 
enue, shows : 13.3 per cent for Federal ; 
10.1 per cent for state and local; or 
a total of 23.4 per cent. 

The further importance of the tax 
item to private electric utilities and their 
customers is shown by the fact that it 
FEB, 12, 1948 
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constitutes the largest single item of 
expense. During 1943 and 1946 the 
comparisons for some of the larger 
items are shown in Table III. 
Future Taxes of the Utility Industry 
A in the case of future loads, any 

tax figures should be considered 
merely as being somewhat indicative 
of the trend in the tax item without any 
pretense of being precise. 

If all new plant capacity and sales 
were handled by private utilities, addi- 
tional yearly taxes* ranging up to 
$450,000,000 might be expected by 
1960 and about twice that amount by 
1980. Thus, possible utility taxes in 
amounts of from one to $1,500,000,- 
000 annually (for the two periods in 
question) show the increasing impor- 
tance that such payments have in sup- 
port of our government. These figures 
also indicate the possible loss in tax 
revenue if public power continues its 
rapid growth under large tax exemp- 
tions. 


Taxes Paid by Government 
Power Agencies 


Chis payments for this group are not 
readily available. We can, how- 
ever, examine the extent to which pub- 
lic power agencies are taxed and draw 
certain comparisons, 


First it may be said that, practically 
speaking, no Federal taxes are paid by 
either the Federal, state, or local public 
power enterprises. Likewise Federal 
projects, except TVA, pay no state or 
local taxes. If this same basis were ap- 
plied to private power utilities, tax sav- 
ings of approximately $363,000,000, 
or 60 per cent, would have been realized 
in 1946. 

Varying amounts of state and local 
taxes are paid by the government pow- 
er group. If to these be added payments 
in lieu of taxes, widely varying results 
may be obtained. 


ee congressional hearings 
were held in 1945 and 1946, be- 
fore the Securities Subcommittee on 
Interstate and Foreign Commerce* in 
which testimony was given on this gen- 
eral tax subject. 

In reference to taxes paid by public 
power, a utility president® testified 
that “‘a liberal estimate of the total of 
such for 1943 is $10,000,000.” He also 
testified that an additional sum of at 
least $135,000,000 represents the 
amount that public power would have 
paid in 1943 if it had carried its full 
share of the load. Included in this fig- 
ure, however, is part of the “double 
taxation burden’’ resulting from taxes 
that would be levied on holders of pub- 
lic power securities if treated the same 


e 


TABLE III 


Total Taxes 

Salaries and Wages 

Cost of Fuel 

Depreciation 

Interest on Bonds 

Preferred and Common 
Stock Dividends 
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410,000,000 
204 


Amount Taxes 
Are Greater 


1.00 


Amount Taxes 
Are Greater 19. 
1,00 
1.58 
1, 
1.98 
2.79 


1.67 
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as holders of private power securities. 
(This latter subject will be discussed 
later. ) 

The detailed figures supporting the 
$135,000,000 figure indicate that 
$123,000,000 would represent the di- 
rect public power tax bill in 1943 and 
but an estimated $10,000,000 was ac- 
tually paid in taxes. 


Tennessee Valley Authority 

i so far as I have been able to find, 

the Tennessee Valley Authority is 
the only Federal project that contrib- 
utes to the support of local govern- 
ments through direct payments, Sec- 
tion 13 of the Tennessee Valley Au- 
thority Act provides that financial 
assistance shall be rendered to those 
state and local governments in which 
the power operations of the corpora- 
tion are carried on and in which the 
corporation has acquired properties 
previously subject to state and local 
taxation. 

The amounts are set as per cent® 
of the “gross proceeds” resulting 
from the sale of power, with a mini- 
mum of not less than the average of 
the last two years’ state and local ad 
valorem property taxes as _ levied 
against the power property purchased. 

TVA payments’ in lieu of taxes are 
now being paid to five states in which 
TVA power is distributed. (Originally 
payment was limited to two states.) 
Total cumulative payments for the 
1933-1940 period to Alabama and Ten- 
nessee total $1,039,113. Under the new 
higher rates and policy, and increase 
in power sales, payment in lieu of taxes 
for the 5-year period ending 1944 
amounted to $7,488,129. This includes 
$125,049 added as guaranties under 
the minimum requirements for two 
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states. Due essentially to heavy war 
sales, actual payment included in the 
figure given was $3,100,403 over the 
guaranteed minimum. The over-all di- 
vision as between payments to counties 
and state governments. (no payments 
are made to municipalities) was nearly 
equally divided—51.3 per cent going 
to the counties. 

During this same period “gross pro- 
ceeds,” as defined under § 13, amounted 
to approximately $117,688,000, Thus 
payments in lieu of taxes amounted to 
about 6.4 per cent on each dollar of 
such power revenue. According to the 
schedules, this rate will stabilize out 
at 5 per cent beginning with the 1948 
fiscal year. 

What tax payments on TVA power 
operation would be used if taxed at 
the same rate as private utilities is not 
known, but it is apparent that such 
taxes might be several times higher 
than represented by the in lieu tax pay- 
ments. 


Columbia River Power System 
HE statutes under which the 
Bonneville Power Administration 

operates do not require nor in fact per- 
mit the payments of taxes or any in 
lieu tax payments. It may be urged that 
the support given the irrigation phase 
of the Columbia river project is an in- 
direct tax support supplied by the pow- 
er features of the project. 

The two Federal Columbia river 
projects at Bonneville and Grand Cou- 
lee are second only to TVA in size, 
having a present installed capacity of 
1,176,400 kilowatts (during the war 
150,000 kilowatts greater) with an in- 
vestment assigned to power of about 
$275,000,000. Annual gross revenues 
were nearly $20,000,000 last year. The 
FEB. 12, 1948 
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results of operations for the fiscal year 
ending June 30, 1946, as per report of 
the authority, show net revenues from 
power operation of $4,754,895. The 
previous year’s earnings, with war 
sales, exceeded $8,600,000. Each of 
these earnings are before repayment of 
the Federal loan. 


A” estimate of what tax payments 
would be if operated as a private 
utility are necessarily speculative and 
would require more study and facts 
than I have been able to give or secure 
if an accurate estimate were to be made. 
It may be helpful, however, to see the 
approximate magnitude of such a tax 
figure. 

If the 19.4 per cent be applied to rev- 
enues assigned to power (the nation’s 
average for private utilities), a tax bill 
of approximately $3,800,000 would re- 
sult. 

If a more detailed analysis be made 
giving consideration to the state of 
Washington’s local tax rates, a tax 
of somewhat over $4,000,000 might 
be developed, or about 20.7 per cent 
of the power revenue.*® 


Boulder Canyon or Hoover Project 


Wm the Boulder canyon power 
project pays no taxes, it is fully 
self-liquidating, including the flood- 
control feature. It does pay $300,000 
to each of the states of Nevada and 
Arizona out of its receipts from sale 
of power. Section 618 of the Boulder 
Canyon Project Act further provides 
that in case these states assess any 
taxes (and it recognizes the right of 
the state to assess nondiscriminatory 
taxes), said tax assessments shall first 
be deductible from the annual payments 
referred to. 
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Government Power in California 


pepe distribution of power 
in California, while materially 
less than in the Pacific Northwest, is 
increasing. In 1945 electric power rev. 
enues of municipalities totaled $52,- 
500,000 (irrigation districts and 
REA’s totaled $5,300,000) compared 
to $203,000,000 by privately operated 
utilities. In the former figures are 
revenues of $38,800,000 from the bu- 
reau of water and power of the city of 
Los Angeles. (In 1946 such revenues 
were approximately $42,000,000.) 
The latter system is understood to be 
the largest electric power municipal un- 
dertaking in the United States, 

It is estimated that the bureau’s elec- 
tric department would have incurred 
taxes of approximately $8,500,000 or 
more during 1946, if operated as a pri- 
vate utility. Such taxes divide 8.7 per 
cent to local and 11.7 per cent to Fed- 
eral for a total of 20.4 per cent of each 
dollar of electric revenue. This com- 
pares with 23.7 per cent paid by the 
Southern California Edison Company, 
Ltd.®, which operates in adjoining areas. 

Effective January 1, 1947, Sacra- 
mento Municipal Utility District took 
over approximately 653 square miles 
of territory, including the city of Sac- 
ramento, from the Pacific Gas and 
Electric Company as the result of con- 
demnation proceedings by the district. 
Revenues received in 1946 by the pri- 
vate utility were $5,863,000. Initially, 
at least, all of this taxable revenue will 
not be lost as the private utility will 
wholesale to the district. On the basis 
of the $5,863,000 figure, wholesale 
revenue is estimated at $1,988,000. 


O N this original business, the private 
utility paid taxes of approximate- 
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ly $1,000,000 a year. Of this, some 
$300,000 was paid in state and local 
taxes. 

Central Valley power sales are at 
present disposed of to Pacific Gas and 
Electric Company under an interim 
contract. Gross revenues, under partial 
capacity output, amounted to approxi- 
mately $3,700,000 last year. It is 
planned also to wholesale to municipal- 
ities and other public power enterprises 
as contracts and transmission facilities 
may be developed. No taxes, either Fed- 
eral or local, are paid. 


Arguments in Support of Tax 
Exemption of Public Power 


w= there are many ramifica- 
tions to a subject as extensive as 
this one, the basic philosophy, from 
which the general thesis of tax exemp- 


tion stems, appears to reside in the- 


premise that, through the development 
and availability of low-rate power, new 
productivity and wealth are created. 
Such new wealth in turn forms the 
basis for new taxable income, and 
taxes and the loss of taxes from public 
power systems, through exemption, be- 
come secondary in the over-all tax pic- 
ture, 

In reclamation projects, and particu- 
larly those of a multiple-purpose type, 
wherein power revenues contribute to 


the support of irrigation and other 


functions, the justification for tax ex- 


emption is further stressed. 

The TVA, Bonneville, and Central 
Valley projects would be urged as ex- 
amples of such benefits. 

In the report of the board of direc- 
tors of the Tennessee Valley Author- 
ity to the Congress, dated December 
22, 1944, under “Benefits of the TVA 
Program,” the following is expressive 
of this viewpoint : 

Increases in taxable values and tax-paying 
capacity occurring in connection with the 
TVA program are of greater importance to 
state and local governments than original tax 
losses or in lieu tax payments. The numerous 
and varied economic benefits include such 
items as protection from floods, lower-cost 
electric power, increased supply of power, 
river transportation, new recreational facili- 
ties, agricultural development, reforestation, 
new manufacturing plants, and new methods 
for processing, and agricultural, mineral, 
and forest products of the area. Only a 
small portion of these benefits may be con- 
vertible into tax dollars during any single 
year; nevertheless, the general progress in- 
dicated in these and other factors furnishes 
the best possible assurance of long-range 
improvements in governmental finances and 
services. 


In support of higher use of electric 
service, the 1946 annual report of 
TVA shows an average household use 
of 1,903 kilowatt hours in the TVA 
area as compared to a national average 
of 1,290, and an average rate of 1.85 
cents compared to 3.31 cents per kilo- 
watt hour for the nation. 


e 


States reached a current maximum of $680,000,000 in 1943, 


q “THE tax bill of the private utility companies of the United 


or approximately 24.1 cents out of every dollar of operating 
revenue. Taxes in 1946 had fallen to about $606,000,000, 
or 19.4 cents on the customer dollar paid for electric service. 
This change, as we know, was due almost entirely to the re- 
moval of the Federal excess profit tax.” 
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In the publication by the Bonneville 
Power Administration, entitled “Fed- 
eral Public Power and Taxation in the 
Pacific Northwest,” the benefit to the 
area of new industrial growth is 
stressed. 

For instance, it states “The abil- 
ity of Federal power to attract new 
industries is substantially increasing 
the taxable wealth of the region and in 
many cases reducing tax rates.” Ex- 
amples are given showing that the 1945 
tax bill of 12 new plants totals $734,- 
000 with an estimated $275,000 of ad- 
ditional taxes on workers’ housing. 

Industry, particularly electro-proc- 
ess plants, operating at high annual 
load factors, and publicly owned and 
private utilities receive favorable pow- 
er rates.” 


HE basic characteristics of the 

Central Valley’s development are 
quite similar to other large multiple- 
purpose reclamation projects, Power™ 
earnings under the act are to assist 
other features of the project, particu- 
larly irrigation. 

The justifications for tax exemption 
for local power districts, codperatives, 
and municipalities are urged for some- 
what similar reasons, although in 
many instances with less force because 
of the more limited nature of their 
operations. 

It is pointed out, however, that while 
municipal power systems may pay little 
or no taxes, that actually in lieu pay- 
ments are made, which include cash 
contributions and free electric service™ 
which, in many cases, are equal to or 
greater than the private utility tax. In 
some states, power districts and codp- 
eratives pay local taxes in varying de- 


grees. 


Arguments in Support of Eliminating 
Tax Exemption for Public Power 


—- in support of this posi- 
tion appear in large measure to 
reside in and stem from the economic 
disadvantage and discriminating posi- 
tion such tax exemptions place upon 
privately operated utilities, as well as 
upon the tax-paying public. 

In reference to the economic disad- 
vantage, it is pointed out that private 
power is in fact subject to a double tax- 
ation; first, in reference to the direct 
taxes paid as a result of its operations 
and income earned ; and, second, the in- 
come taxes paid on the interest and 
dividends by the owners of the private 
power bonds and stocks. Tax payments 
by private power already have been 
presented showing that they reached 
24.1 cents out of every dollar collected 
in 1943, and last year they stood at 19.4 
cents. Further, that the Federal tax por- 
tion was 60 per cent of the total. That 
with public power paying no Federal 
tax and from nothing to small local 
taxes,” the economic advantage of tax 
exemption for public power is indeed 
very great. 


ly is urged that the tax-exemption 
feature of various types of bonds 
used to finance public power results in 
a lower effective interest rate than pri- 
vate power can realize. 

In support of this latter claim, a 
glance at any yield list of municipal 
tax-exempt bonds, along with similar 
lists of equally high-rated private util- 
ity issues, will show a spread of one per 
cent or more in the interest rates. It is 
stated further that, since municipal 
plants, power districts, and Federal 
projects usually raise all their capital 
requirements from tax-exempt bonds 
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Bonneville and Grand Coulee 


cé £ bs two Federal Columbia river projects at Bonneville and Grand 
Coulee are second only to TV A in size, having a present installed 
capacity of 1,176,400 kilowatts (during the war 150,000 kilowatts 
greater) with an investment assigned to power of about $275,000,000. 
Annual gross revenues were nearly $20,000,000 last year.” 





(other than that secured from earnings 
and donations from taxes), the differ- 
ential advantage to public power over 
private is indeed very substantial. 
This higher cost of capital results in 
an economic disadvantage to private 
power, as interest cost is an important 
element and, with taxes, often accounts 
for 60 per cent or more of the total 
costs of operation in electric properties. 
Discriminatory features of tax ex- 
emption are many. It is pointed out 
that it provides a special privilege that 
is not available to private power and 
results in unfair competition that is 
destructive to private operations. Dis- 
crimination further places unequal cost 
burdens on different segments of the 
population, with preference to some 
and disadvantages to others. This oc- 
curs, first, in increasing the over-all tax 
burden (particularly the Federal) to 
enable special benefits to be bestowed 
on limited segments of the population, 
such as the TVA" area, and also re- 
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sults in sharp differences in taxes paid 
through electric rates as between dif- 
ferent sections of a county, state, or 
states, depending upon whether public 
or private power is consumed, 


| reference to tax-exempt bonds, 
particularly revenue bonds of mu- 
nicipalities, power districts, and others 
issued to finance public power, these 
provide a haven and an escape for 
money interests from their fair and 
proper contributions for the support of 
the government. In 1945, an official of 
the Bureau of Internal Revenue” testi- 
fied before a congressional committee 
that holders of private gas and electric 
company securities paid income taxes 
in 1943 estimated at $269,000,000 on 
the interest and dividends received 
from such holdings. It is estimated that, 
of this sum, the holders of electric se- 
curities paid about $210,000,000 for in- 
come taxes. On the hundreds of mil- 
lions of dollars of tax-exempt bonds 
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in the public hands, that have been used 
to finance public power, no income tax 
payments were or are made. Such a 
situation is held to be a clear and basic 
case of discrimination, especially 
against the large groups of our people 
that hold and pay income taxes on secu- 
rities issued by private corporations 
that are not tax exempt. 


Discussion 

AX to the question whether new 

wealth, flowing from an area with 
low-rate tax-exempt government pow- 
er, is sufficient justification for that tax 
exemption, it is necessary to assume 
that such new wealth from that region 
creates an added taxable base that will 
result in new taxes equal to or greater 
than those lost through the tax exemp- 
tion. Let us examine this question with- 
out attempting to establish definitely 
the soundness of such assumption. 

In my own state of California which 
I believe has the greatest growth of 
all, industry is coming in in greater 
number. While we pride ourselves on 
low-rate power, and 81 per cent is 
through private utilities, yet I would 
be presumptive to credit such new pro- 
ductive wealth to low-rate power, 
though it is undoubtedly a secondary 
factor in determining plant location. It 
is true, however, for certain types of 
industry, such as the electrochemical, 
that have located in the Pacific North- 
west and also in California, low-cost 
power is probably one of the most im- 
portant if not the determining factor 
as to plant location, 

It appears to me that public power 
should pause in its claim that (assum- 
ing it to be so) new wealth through its 
activities is reasonable or sufficient 
grounds for tax exemption. Is it not 


FEB. 12, 1948 


the history of these United States that 
our present high standard of living and 
high per capita wealth are due in no 
small measure to technological ard in- 
dustrial development of the nation? 

In passing on these resulting gains to 
the ultimate consumers, has not indus- 
try carried its assigned tax burden all 
along the way and isn’t it continuing 
to do so? 

Probably the discriminatory aspects 
of tax exemption are even more far- 
reaching and important than the eco- 
nomic, though both are closely related. 
We have seen that, in the case of pri- 
vate utilities, the tax burden that con- 
sumer rates must carry is very sub- 
stantial, and hence such operation must 
be carried on at a great disadvantage. 
In other words, the utility is made the 
tax collector. Tax-exempt public power 
securities offer another barrier and 
make possible preferentially lower gov- 
ernment rates. 


_— power customers are fur- 
ther discriminated against in that 
they must make up in their tax bills for 
the failure of the municipal power sys- 
tems, or other public power agencies, 
to pay their proper portion of the lo- 
cal, state, or Federal taxes, while at 
the same time such private utility cus- 
tomers (we shall assume) are paying a 
higher electric bill, since the bill carries 
the added tax increment. 

It has been suggested that one solu- 
tion of this unfair economic and dis- 
criminatory tax situation might be to 
reduce the taxes on private utility op- 
erations rather than place or increase 
taxes on public power operations, the 
thought being that the benefits derived 
from low-cost energy will be multiplied 
in higher standards of living and any 
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impediment to such increased use in 
the form of taxes should be minimized. 
While such a plan has some merit, yet 
it would multiply this very discrimina- 
tory feature of tax exemption that is 
now objectionable and, further, it prob- 
ably would merely be the beginning of 
like demands on other classes of basic 
necessities. 

At this time, and probably for any 
foreseeable future period, one of gov- 
ernment’s pressing needs will be to ob- 
tain sufficient revenues to meet its fiscal 
requirements and at the same time not 
stifle the productive and earning ca- 
pacity of its people. Accordingly, the 
objective, seemingly, should be to in- 
crease the tax base with as fair and as 
equitable a distribution between all 
classes and segments of our population 
as possible, 


Conclusion 


Wm conclusions may rationally 
be drawn? First, before we con- 
sider the tax questions as such, may I 
say that government development of 
power, in my opinion, unquestionably 
has a definite place in our power econ- 
omy program? This, I think, is particu- 
larly true for multiple-purpose reclama- 
tion projects, such as TVA, Bonne- 
ville, Central Valley, and the Missouri 
undertakings, where power develop- 
ment may help support other benefi- 
cial features that are not in themselves 
self-supporting. The economic justifi- 
cations for other types of government 


power undertakings may be less clear, 
depending upon local circumstances. 
Many, too, would point to the desira- 
bility of maintaining government pow- 
er as an effective yardstick for com- 
paring private company operations. 
Under present conditions of wide dis- 
parity in such matters as taxes, such 
comparisons have but little validity. 
Surely, no other conclusion reasonably 
can be drawn other than that there must 
be a better equalization as between the 
two agencies in reference to taxes. (As 
a corollary, the tax-exempt features on 
all forms of government securities used 
for financing public power projects 
should be eliminated.) Other than 
dropping the electric energy tax (even 
a discriminatory tax within the utility 
industry) and ceasing the double taxa- 
tion in reference to common stock divi- 
dends, private power, along with all 
other industry should, in my opinion, 
continue to pay its fair share of our 
nation’s tax bill. In my opinion, a pro- 
gram of taxation should be inaugurated 
to place public power on much the same 
basis as private. If there is to be any 
difference in the order in which the 
tax equalization is to take place, local 
and state adjustments should first be 
made, followed by Federal. 

In placing government power on a 
tax-paying basis, full consideration 
should be given to its present opera- 
tions and obligations incurred and 
bring about the change over a period of 
years so adjustments may be made to 


e 


report of TVA shows an average household use of 1,903 


q “In support of higher use of electric service, the 1946 annual 


kilowatt hours in the TVA area as compared to a national 
average of 1,290, and an. average rate of 1.85 cents compared 
to 3.31 cents per kilowatt hour for the nation.” 
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absorb the increased costs flowing 
from tax assessments especially if the 
necessity should arise to increase cus- 
tomer rates, Since it is generally 
claimed by public power that the rates 
charged are sufficient to pay all costs, 
including taxes or their equivalent, the 
actual payment should cause little em- 
barrassment. If the contrary should 
prove to be true and it was not deemed 
expedient to raise rates, then govern- 
ment appropriations should be made to 
make up the deficiency. 


H1s leads to the second general 

conclusion that public power 
should have the benefit of outside regu- 
latory control and be under the same 
government agencies that regulate pri- 
vate power. The extent of such regula- 
tory control should be the subject of 
a comprehensive factual study and re- 
view for sound recommendations. Cer- 


tainly, such regulations would seem to 
encompass no less than such matters as 
cost allocations, accounting, and the 
establishment of customer rates. 

If these minimum changes were to 
be made effective, the tax burden would 
be better equalized among the nation’s 
taxpayers; the unfair competition due 
to tax exemption would be eliminated, 
and regulatory controls would further 
place the two agencies on a better basis 
of equality and assure maximum pro- 
tection to the general public. 

We can all agree that one of the out- 
standing characteristics of our Ameri- 
can people is the desire to see that fair 
play is accorded to all and so this sug- 
gested program, which is based upon 
equality of rights, if carried out, surely 
would aid and contribute to what we 
were willing to give so much for in the 
last few years and to what we are 
pleased to call the American way of life. 


Footnotes 


1The leverage, due to tax exemptions, 
places public power in a most favorable posi- 
tion as to the amount that can be paid in the 
acquisition of electric systems. 
2 Taxes in per cent of gross revenue: 
1938 1940 1943 1945 1946 
Federal ... 5.5% 8.3% 15.9% 14.1% 116% 


State and 
Local ... 105 94 82 79 78 


16.0% 17.7% 241% 22.0% 19.4% 
8It has been assumed that Federal taxes 
will be reduced almost 20 per cent, while state 
and local taxes will be increased, resulting in 
an over-all charge of about $14 per kilowatt 
of installed capacity as compared to the pres- 
ent $15.05. The present 19.4 cents per dollar 
of revenue might drop to 18 cents in the future 
period 

4 Hearings dealing with “Study of Opera- 
tions Pursuant to the Public Utility Holding 
Company Act of 1935,” 

5 Kinsey M. Robinson, president, Washing- 
ton Water Power Company of Spokane, 
Washington. 

6 Section 13 gives the percentages applicable 
to the “gross proceeds” from power sales, be- 





ginning July Ist, as: 1940—10 per cent; 1941— 
9 per cent; 1942—8 per cent; 1943—74 per 
cent; 1944—7 per cent; 1945—64 per cent; 
1946—6 per cent; 1947—54 per cent; and 1948, 
and each fiscal year thereafter, as 5 per cent. 
The act further provides that the payments 
authorized “are in lieu of taxation” and that 
the corporation and its operations are express- 
ly exempt from taxation in any manner or 
form. 

7 Based upon “Report on § 13 of the TVA 
Act” by the board of directors of the Ten- 
nessee Valley Authority, dated December 22, 
1944, to the Congress. 

8 Per Cent 
Per Cent Of Allo- 


Nature of Amount Of Gross cated In- 


Tax Of Tax Revenue vestment 
State and Local $3,580,000 18.1 1.3 
Federal ...... 447,000 2.6 16 

Total ...... $4,027,000 20.7 1.46 


Federal taxes reflect the small taxable in- 
come subject to such taxes. (For the previous 
year, such taxes would have been very mate- 
rial.) No energy tax is included, as no direct 
retail business sales are made. Other F 
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taxes, amounting to possibly $40,000 or $50,- 
000, have been ignored. It should be further 
noted that interest obligations in excess of 
$5,200,000, included as deductions in figuring 
the Federal income tax, are understood not to 
have been paid. 

9The 1946 report of the bureau includes 
$189,000 in local taxes paid on property out- 
side the city of Los Angeles. The Southern 
California Edison Company, Ltd., reports 
taxes for 1946 in the amount of some $17,400,- 
000. On a gross electric revenue of $73,173,- 
181, the above taxes represent 23.74 cents on 
each dollar, of which 14.23 cents is Federal 
and 9.51 cents is state and local. The division 
between the two is close to the national aver- 
age of 60 per cent Federal and 40 per cent 
local. 

10The aluminum industry, accounting for 
nearly 44 per cent of the sales in 1946, earned 
an average rate of 2.37 mills while privately 
operated utilities paid about 2.42 mills, and 
publicly owned systems, purchasing about 11 
per cent, paid 2.72 mills per kilowatt hour. 

11 Shasta power is now wholesaled to Pacific 
Gas and Electric Company on an interim con- 
tract basis. Firm power so sold would aver- 
age 3.375 mills. During 1945 and 1946, sec- 
ondary energy has been available, making the 
over-all average rate for power purchased 2.85 
and 2.53 mills per kilowatt hour, respectively. 
In accordance with the Reclamation Act, the 
bureau is taking steps to wholesale power di- 
rectly to municipalities and other public dis- 


tricts. The interim rate announced is sharply 
lower than that of the private utility. 

12 The Federal Power Commission issued a 
report for the year 1936 covering “Rates, 
Taxes, and Consumer Savings.” Municipal 
plant payments in terms of “base revenues” 
were: taxes—1.2 per cent; free service—8.8 
per cent; and contributions 16.8 per cent; or 
a total of 26.8 per cent. The corresponding 
figure for privately operated utilities was 14.4 
per cent, made up almost entirely of tax pay- 
ments. 

18 Private power interests claim that “free” 
services and contributions are, in part, made as 
offsets for many services that the city gives 
to its municipal plant and that these latter are 
not usually reflected in figures given out. Like- 
wise, cost contributions to the general support 
of the city are more in the nature of dividend 
payments, with little if any definite fixed obli- 
gation to pay. 

14In a paper by David J. Guy of the Cham- 
ber of Commerce of the United States, en- 
titled, “If Business Could Operate Like TVA,” 
it is shown, among other things, that the lower 
electric rates and other advantageous features 
of the TVA are secured in large part from 
appropriations from the Federal Treasury and 
are not self-supporting. 

18 W. F. Sherwood, Assistant Commissioner 
of Internal Revenue, before the Securities Sub- 
committee of the Committee on Interstate and 
Foreign Commerce. 





TVA Pays $500,000 Less Taxes 
Than Southwestern 


r4 a ee Tennessee Valley Authority shows in its annual re- 

port for 1946 total revenue from power operations 
$35,264,545. Total amount paid in lieu of taxes on power opera- 
tions is listed as $1,992,256. 

“Compared with these figures the annual report for South- 
western Gas & Electric Company shows total revenue for 1946 
was $10,665,216. Total tax payments by the company in 1946 
were $2,456,180. 

“In other words, with less than one-third of the total gross 
revenue of TV A, Southwestern still paid over a half-million 
dollars more in taxes. Stated in still another way the government 
lost over $8,000,000 by reason of the fact that TVA does not 
pay taxes on the same basis as'Southwestern Gas & Electric 
Company. 

“Put in still another way, the people of the United States 
had to pay $8,000,000 more in taxes in 1946 than they would 
have had to pay if TVA had been taxed the same as business 
electric companies.” 

—Excerpt from “The Southwestern,” published by 
Southwestern Gas & Electric Company. 
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The Wage Structures of 
Gas Utilities 


Rates paid in typical jobs and an analysis of wage 
and related practices in the privately operated 
industry, 


By TOIVO P. KANNINEN* 


HE part that privately operated 

i gas utilities play in establishing 
labor standards in the communi- 

ties they serve is far greater than would 
be indicated by the volume of employ- 
ment in the industry. Approximately 
52,000 gas utilities workers are em- 
ployed in cities of 75,000 or more popu- 
lation. This estimate includes workers 
in gas departments of utility concerns 
that provide both gas and electric serv- 
ice, as well as those employed by gas 
companies, but excludes employment 
in municipally operated plants. As a 
group, gas utility workers earned more 
per hour in January, 1947, than work- 
ers in a majority of the manufacturing 
and trade industries, When the com- 
parisons were narrowed down to of- 
fice and plant jobs that are common to 
gas utilities and various manufactur- 
ing industries, the higher-than-average 
wage position was still indicated for 
gas utility employees. These observa- 


*For personal note, see “Pages with the 
Editors.” 


tions and the following discussion of 
earnings in typical jobs, factors affect- 
ing earnings, and industry practices re- 
lating to hours of work, premium pay 
for late-shift work, paid vacations, 
paid sick leave, and insurance and pen- 
sion plans are based on the first nation- 
wide study of privately operated gas 
utilities made by the Bureau of Labor 
Statistics. 

The reader who wishes to make his 
own comparisons requires knowledge 
of the method of study and definitions 
of wage terms used. The January, 
1947, survey included 125 of 129 pri- 
vately operated gas utilities in cities of 
75,000 or more population. Utility con- 
cerns that provided other services were 
included but data were limited to gas 
operations and a pro rata share of em- 
ployment in departments common to 
the several services. Administrative, 
executive, and professional employees 
were excluded. The average wage rates, 
also referred to as straight-time aver- 
age hourly earnings, excluded premium 
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overtime and shift differential pay- 
ments, Information on vacation and 
sick leave plans was limited to formal 
plans. Classification of workers in the 
selected jobs discussed in the article 
was performed by bureau field repre- 
sentatives on the basis of uniform job 
descriptions, Inexperienced workers, 
apprentices, and handicapped workers 
were excluded from the key job cate- 
gories but not from the general meas- 
ures of earnings in the industry. The 
geographic groupings referred to in the 
article are defined in the accompanying 
table of average wage rates in selected 
occupations. (See page 218.) 


Characteristics of Gas Utilities 


7, grmeerrnse by employment, gas 
companies in the typical large 


city are surpassed in size by many 
manufacturing firms, department 
stores, chain stores, and by other utili- 
ties. Three out of 5 gas utilities in cities 
of 75,000 or more population employed 
less than 250 persons and only 1 out 
of 5 companies had as many as 500 
workers. Both gas and electric service 
was provided by 52 of the 125 utilities, 
the combination service being most 
common in the Great Lakes and Pacific 
regions. The type of gas distributed 
was found to vary by region depending 
on the source of supply. All of the 
firms in the Middle West, Southwest, 
and Mountain regions and a majority 
of those in the Pacific and Great Lakes 
regions distributed natural gas. New 
England areas and a majority of the 
cities in the Middle Atlantic and south- 
eastern regions were served with manu- 
factured gas. A mixture of manufac- 
tured and natural gas was distributed 
by 16 gas companies operating in cities 
east of the Mississippi. Of the re- 
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mainder of the 125 utilities studied, 54 
distributed natural gas and 55 pro- 
vided a manufactured product. 

The occupational composition of the 
labor force and the wage structure of 
individual gas utilities are influenced 
to varying degree by each of these gen- 
eral characteristics. Although it has 
not been possible to isolate each factor 
in examining the variations found in 
wage rates, a comparison of the pattern 
of relationship within the industry 
does provide a basis for arriving at 
some general conclusions. | 

Unionization. More than four-fifths 
of the privately operated gas utilities 
in our cities of 75,000 or more popula- 
tion were operating under terms of 
written agreements with labor unions 
in January, 1947. All of the firms in 
the Pacific region and all but one or 
two in the New England, Middle At- 
lantic, and Great Lakes regions had 
labor agreements. The proportion of 
nonunion establishments was highest 
in the southwest and southeast regions. 


The Labor Force 


WIDE range of skills is represented 

in a listing of jobs found in the 
gas utility industry. The total labor 
force is divided in a 1-to-2 ratio be- 
tween office employees and workers in 
the various operating, shop, and trans- 
portation jobs. For sake of brevity 
the workers in nonoffice jobs are iden- 
tified as plant workers in this article. 
Very few women are employed if 
plant jobs but they greatly outnumber 
men in office jobs. The largest func- 
tional grouping among plant workers 
is engaged in the installation and serv- 
icing of gas mains and gas lines. In 
this group are found the gas-main 
fitters, fitters’ helpers, and laborers, 
FEB. 12, 1948 
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who, as a group, account for one-fifth 
of the plant workers in the industry. 
The installation and maintenance of 
gas meters, gas regulator devices, and 
gas appliances occupy an equally 
large group of workers. Because of 
the skill and training requirements as- 
sociated with jobs in this field of work, 
wage rates paid to these workers are 
among the highest in the industry. 

Another large group of workers are 
employed in jobs related to the manu- 
facture of gas, storage of gas in 
holders, and pumping operations. The 
proportion of the labor force engaged 
in such work varies greatly by region, 
however, because of differences in 
types of gas distributed. Furthermore, 
a variety of types of manufactured gas 
are produced, and differences in the 
kind of equipment used in the manu- 
facturing process introduce variations 
in the staffing of these departments. 
While the largest single group engaged 
in this field of work are laborers, ap- 
preciable numbers of workers are em- 
ployed as gas makers, operators of 
auxiliary equipment, and in various 
other jobs involving training, generally 
acquired on the job. 

Maintenance of buildings, plant 
equipment, and automotive equipment 
provide employment to several thou- 
sand men. Among the most important 
jobs in this functional division, from 
the standpoint of the numbers of 
workers employed and skill require- 


ments, are those of the pipefitter, elec- 
trician, carpenter, and automotive me- 
chanic. Examples of other jobs that 
are found in other industries as well 
are the truck driver, janitor, and 
watchmen categories. Meter reading 
occupies one out of twenty gas utility 
workers, exclusive of office employees. 


Wage Structure 


HE study of the gas utility wage 

structure involved a measurement 
of the number of plant workers fall- 
ing within various hourly earnings 
groups, together with average earnings 
for all plant workers combined, and 
the average wage rates paid in selected 
plant and office occupations. While it 
is known that wage increases have 
been granted within the industry since 
January, 1947, the proportion of the 
labor force affected and the average 
amount of increase have not been de- 
termined. The relative position of in- 
dividual jobs in the wage scale and the 
wage relationships existing among the 
various regions, however, change 
much more slowly than actual wage 
levels. 


Plant Workers As a Group 


ss TRAIGHT-TIME average hourly earn- 
ings of plant workers in privately 
operated gas utilities amounted to 
$1.17 an hour in January, 1947. In- 
dividual rates among the nearly 35,000 
workers (including 175 women) em- 


7 


q 


“MEASURED by employment, gas companies in the typical 
large city are surpassed in size by many manufacturing firms, 
department stores, chain stores, and by other utilities. Three 


out of 5 gas utilities in cities of 75,000 or more population 
employed less than 250 persons and only 1 out of 5 com- 
panies had as many as 500 workers.” 
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ployed in various types of nonoffice 
jobs ranged from less than 60 cents 
to more than $1.70 an hour. Out of 
every 100 workers, 3 earned less than 
75 cents, 18 earned between 75 cents 
and $1, 72 received between $1 and 
$1.50, and 7 were paid $1.50 or more 
an hour. The proportion of gas utility 
workers paid less than 75 cents an hour 
can be compared with estimates avail- 
able for the manufacturing industries. 
As of July, 1947, approximately 10 
per cent of the more than 12,000,000 
wage earners employed in manu factur- 
ing industries earned less than 75 cents 
an hour. Manufacturing industries, as 
a group, employed a higher proportion 
of their workers at rates of $1.50 or 
more, however, as indicated by the 
fact that nearly 22 per cent of the 
manufacturing wage earners were in 
this earnings group in July, 1947. 
Regional Wage Levels. Gas utility 
workers in the Pacific region averaged 
$1.33 an hour, the highest earnings in 
the United States. Over a quarter of 
the plant workers in this region were 
paid at least $1.50 an hour and none 
received less than 80 cents. Average 
hourly wage rates in the Great Lakes 
and Middle Atlantic regions were $1.22 
and $1.18, respectively, and slightly 
above the average for all cities com- 
bined. Nearly a third of the plant 
workers in privately operated gas utili- 
ties in our larger cities are employed 
in the Middle Atlantic region, and the 
Great Lakes region accounts for only 
slightly less than a fourth of the total. 
Average hourly wage rates in the other 
regions, all below the general average, 
were $1.14 in New England, $1.12 in 
the border States, $1.10 in the Middle 
West, 95 cents in the Southwest, and 
87 cents in the Southeast. Nearly a 
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thousand of the 1,169 plant workers 
who were paid less than 75 cents an 
hour in January, 1947, were employed 
in southeastern and southwestern 
cities. 

Minimum entrance rates and min- 
imum job rates paid by individual gas 
utilities showed a similar regional pat- 
tern of wage levels. The highest and 
lowest rates, as in the case of the gen- 
eral averages discussed above, were 
found in the Pacific and southeast 
regions; minimum entrance rates for 
men and plant workers in the Pacific 
regions; minimum entrance rates for 
or more an hour and in the southeast 
city groups from under 50 cents to 70 
cents an hour. 


Occupational Wage Rates 


_ levels, when measured by 
average rates paid to plant 
workers as a group, show variations 
that can be explained in part by differ- 
ences in the composition of the labor 
force in the industries or establish- 
ments being compared. In the case of 
the gas utility industry, differences in 
type of gas distributed in the various 
regions explain variations in the job 
structure. Jobs related to the installa- 
tion and maintenance of gas mains, 
gas lines, meters, regulators, and ap- 
pliances are universally found. Other 
work activities that are common to the 
various types of gas utilities include 
plant and equipment, maintenance, 
meter reading, office work, and cus- 
todial work. The plant and office oc- 
cupations that appear in the accom- 
panying table provide representation of 
the major work activities considered 
to be characteristic of the industry. 
Appliance servicemen, the largest 
single occupational group in the indus- 
FEB. 12, 1948 
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try, averaged $1.30 an hour on a 
straight-time basis. Somewhat higher 
average earnings were found in other 
skilled occupations with a high of $1.43 
recorded for maintenance electricians. 
Laborers engaged in installation and 
service of gas mains averaged 92 cents 
an hour, 6 cents less than the average 
earnings of janitors and 8 cents less 
than rates paid to watchmen. Meter 
readers, with an hourly average of 
$1.16, and boiler operators, who earned 
$1.17, were about midway between 
the electrician and laborer positions in 
the wage scale. Earning more than the 
meter readers but less than the appli- 
ance servicemen were such occupa- 
tional groups as the truck drivers, gas- 
main fitters, gas-meters installers, and 
gas makers. 


Oa earnings ranged 
from 68 cents an hour, earned by 
a comparatively small group of office 
girls (not listed in the table), to $1.39 
an hour paid to men hand bookkeepers. 
In occupations in which both men and 
women were employed, men were gen- 
erally paid higher rates. Women hand 
bookkeepers, for example, averaged 
$1.15 an hour as compared with the 
$1.39 reported for men. The wage 
advantage held by men in other office 
jobs amounted to 24 cents in the case 
of accounting clerks, 20 cents in the 
general clerk category, and 25 cents in 
the order clerk job. It should be kept 
in mind that these are differentials in 
average wage rates and do not neces- 
sarily reflect the typical relationship in 
wage rates paid to men and women 
within individual establishments. 
Regional Variations. It has been in- 
dicated that the general wage levels in 
the regions ranked from high to low in 
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the following order: Pacific, Great 
Lakes, Middle Atlantic, New England, 
Border states, Middle West, South- 
west, and Southeast. A comparison of 
average wage rates for the selected oc- 
cupations revealed that the regional 
averages did not follow this ranking in 
a single occupation. The Pacific region, 
with an over-all hourly average 11 
cents above the Great Lakes region, 
failed to get top ranking in 5 plant jobs 
and 4 office occupations. Pipe fitters 
for example, averaged $1.36 an hour 
in the Pacific region as compared with 
$1.39 in the Great Lakes region and 
$1.50 in cities in the Border states. Al- 
though the occupational averages in 
the southeast region were generally 
below those in most of the other re- 
gions, an exception was noted in the 
case of gas-meter installers; the $1.23 
average for this job in the Southeast 
was equaled or exceeded in only 3 
other regions. Similar variations ex- 
isted in the regions. 


aoe paid to skilled workers gen- 
erally varied less by region than 
was the case in the unskilled occupa- 
tions. Furthermore, the occupational 
rate structure was more compressed in 
the higher wage regions than in those 
with lower wage levels. The two oc- 
cupations that show the heaviest con- 
centration of employment, appliance 
serviceman and laborer (main instal- 
lation and service), illustrate this 
point most clearly. Wage rates paid 
to appliance servicemen ranged from 
$1.15 in cities in the Southeast to $1.49 
an hour in the Pacific region. Workers 
in the laborer category averaged 65 
cents and $1.12 an hour, respectively, 
in these regions. The spread between 
average rates paid in these occupations 
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was found to be greater in the South- 
east than in other regions; the wage 
advantage held by appliance service- 
men over the laborer group amounted 
to 77 per cent in the Southeast, 53 per 
cent in the Southwest, 30 per cent in 
the Great Lakes region, and 33 per cent 
in the Pacific region. The narrowest 
spread between these occupations (21 
per cent) was found in the New Eng- 
land cities and is explained by the fact 
that this region ranked third in wage 
rates paid in the laborer classification 


and sixth in the pay rates of appliance - 


servicemen. 

Other Variations. Utility companies 
that provided both gas and electric 
service tended to pay higher rates than 
those paid by gas companies. This was 
most noticeable in the Pacific region 
where rates in a majority of plant jobs 
were from 9 to 39 cents an hour higher 
in the plant group providing both serv- 
ices. In the Great Lakes, Southeast, 
and Border states cities, however, 
higher rates were paid by the com- 
panies distributing gas only. Other 
factors, such as community and estab- 
lishment size, probably exerted consid- 
erable influence on these relationships. 


ae of rates by community 
size shows that workers in the 
larger cities, on a nation-wide basis, 
were paid the higher rates. Appliance 


servicemen, for example, averaged 
$1.36 an hour in cities of 500,000 and 
over population, $1.28 in cities of 250,- 


000 to 500,000 population, and $1.21 
in cities falling in the 75,000 to 250,- 
000 size group. A wage advantage for 
workers in the larger cities was not in- 
dicated in each region and occupation, 
however. In the Pacific and Great 
Lakes regions, rates paid by firms lo- 
cated in cities of 75,000 to 250,000 
population were higher in most occupa- 
tions than those paid in cities falling 
into the next higher size group. 

Size of establishment, as measured 
by total employment, appeared to be 
associated to a greater extent with the 
level of wages than was the case with 
either the type of firm or size of com- 
munity factors. For examination pur- 
poses, the utilities were divided into 2 
size groups; utilities employing 250 
or less workers and those that em- 
ployed more than 250 workers, With 
very few exceptions, occupational wage 
rates in each region were found to be 
higher in the larger establishments. 
Again taking the appliance serviceman 
job to illustrate the difference in wage 
levels, the wage advantage in favor of 
workers employed in the larger estab- 
lishments amounted to 17 cents an 
hour on a nation-wide basis, 10 cents in 
New England, 18 cents in the Middle 
Atlantic cities, and 11 cents in the 
Great Lakes region. For gas-main 
fitters, the wage advantage in the larger 
cities amounted to 10 cents or more in 
these regions. 

Incentive methods of wage payment 
were not employed to any appreciable 
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ties in our cities of 75,000 or more population were operating 


q “More than four-fifths of the privately operated gas utili- 


under terms of written agreements with labor unions in 
January, 1947... . The proportion of nonunion establish- 
ments was highest in the southwest and southeast regions.” 
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extent in the industry. The total num- 
ber of workers paid on an incentive 
basis (mainly, meter readers) ac- 
counted for less than 2 per cent of all 
plant workers in the industry, 


Supplementary Wage Practices 


40-HoUR work week was sched- 

uled by 107 of the 125 gas utili- 
ties. All of the firms in the Middle 
West, Mountain, and Pacific regions, 
and all but one of the firms in the Mid- 
dle Atlantic and Border states regions 
indicated that a 40-hour week was 
worked by their employees. Seven of 
the 16 utilities in the southeastern cities 
scheduled a longer work week. 

Although multishift operations were 
reported by 99 of the 125 utilities, 
only 7 per cent of the plant workers 
were on the second shift and an addi- 
tional 6 per cent worked on later shifts. 
About half of these firms paid differ- 
entials for work on extra shifts, the 
amounts most commonly paid being 4 
cents on the second shift and 6 cents 
on the third shift. 

Vacation Policies. Paid vacations 
were granted by all af the firms to em- 
ployees who had completed a year of 
service, with plans for plant workers 
about equally divided between one- 
week and 2-week vacation periods. 
More liberal provisions generally ap- 
plied to office workers, two-thirds of 
the firms indicating a policy of grant- 
ing two weeks of paid leave in this job 
group. It was noted that in the case 
of both plant workers and office 
workers, utilities in the two regions 
with the highest general level of wage 
rates, Pacific and Great Lakes, pro- 
vided less paid vacation leave than 
firms in other areas.. The one-week 
vacation (after one year of service) 


221 


was most common in these two regions ; 
in the southeast region, in contrast, 
13 out of 16 firms granted a 2-week 
vacation to plant workers and 15 out 
of 16 had a policy of giving a 2-week 
vacation to office workers. 

Paid Sick Leave. Formal provisions 
for paid sick leave have been adopted 
by a larger proportion of the employers 
in this industry than in most other in- 
dustries. Roughly two-thirds of the 
gas utility companies granted paid sick 
leave to plant and office workers who 
had completed a year of service. The 
equivalent of 2-week leave repre- 
sented the amount most commonly 
granted. The proportion of the firms 
that had adopted a formal policy of 
granting sick leave was highest in the 
Great Lakes region (25 out of 27) 
and lowest in the southwest region (2 
out of 9 firms). 

Insurance and Pension Plans. Life 
insurance, health insurance, and pen- 
sion plans paid for in whole or in part 
by the company were common in the 
industry. Of the 125 utilities in the 
study, 110 reported life insurance 
plans, 51 reported health insurance 
plans, 67 had retirement pension plans, 
and 19 reported other plans covering 
plant workers. As suggested by these 
figures, many firms had adopted two 
or more programs within this field. 
Office workers were also covered, the 
number of plans differing from those 
for plant workers mainly because no 
office workers were employed by a few 
of the smaller firms. 

Bonus Payments. Sixteen firms paid 
a Christmas bonus, or some other type 
of bonus not directly related to work 
assignments, during 1946. Such pay- 
ments were negligible when averaged 
over all workers in the industry. 
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Some Aspects of Foreign Aid 


Implications for the American utilities industry of 
proposals generally lumped under the “Marshall 
plan.” 


By T. N. SANDIFER* 


s Congress resumes considera- 

A tion of the administration’s 

foreign aid proposals, gen- 

erally lumped under the “Marshall 

plan,” implications for domestic utili- 

ty industries are becoming more ap- 
parent. 

As Chairman William L. Clayton 
of the U. S. delegation to the United 
Nations’ winter conference at Havana, 
points out, the European countries in 
line for Marshall plan benefits com- 
prise the more highly industrialized 
area across the Atlantic, 270,000,000 
people with a high living standard, 
upon which other countries depended 
for equipment and goods before the 
war. 

As visualized by the Marshall plan, 
this industrialized area must be put 
back, not only to a normal level, but 
to a level commensurate with a pro- 
jected increased demand for its indus- 
try output. 

*Technical editor and business journalist, 
Washington, D. C. 
FEB. 12, 1948 


Admittedly some of these projec- 
tions, as received from abroad, are 
overly ambitious, even if the United 
States were able to meet all the encom- 
passed requirements. The participat- 
ing nations, for instance, presented 
this country with a 4-year program for 
expanded generating capacity, from 
4,700,000 kilowatts capacity this year 
to 5,900,000 in 1951 in additional 
power, from an estimated 1947 level of 
1,800,000 kilowatts, and a prewar 
level of 1,500,000 kilowatts. 

This projected increase is larger, 
both absolutely and percentagewise, 
than the probable expansion of United 
States power capacity over the same 
period. Yet the planned European in- 
crease will still leave that area short of 
estimated requirements in 1951. The 
war halted much of the normal devel- 
opment of European power capacity, 
and the current shortages have entailed 
many emergency measures including 
severe rationing in some places. 

So, American experts do not quarrel 
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with the necessity of any of this pro- 
gram. But the plain fact, as many of 
them see it, is that it will take years 
just to catch up with the domestic de- 
mand for electrical generating, trans- 
mission, and distribution equipment. 
Output is far above prewar level. Given 
additional supplies of silicon steel, a 
substantial increase, even above cur- 
rent levels, in manufacture of trans- 
formers and related equipment could 
take place. 


EANWHILE, American analysts 
have argued, any large increase 
in exports to meet European require- 
ments would be at the expense of 
American customers. The effect would 
be, they state flatly, to postpone an ex- 
pansion of electrical power capacity in 
this country, with the possibility of 
temporary shortages of power in some 
areas. 

This latter contingency, due to in- 
ability of geographical industries to get 
equipment for expansion, or for other 
causes directly related to the present 
situation, already is facing the industry 
and public. A local Pacific coast power 
shortage, an area generally overrun 
with public power developments, cut 
into ammonium nitrate production 
which had been earmarked for Euro- 
pean use. Producers in other areas, in- 
cluding TVA, had to make up the def- 
icit, 

Diversion of coal cars for shipment 
of European tonnages, diversion of 
tank cars for oil, any of these or other 
factors can cause temporary shortages 
in a given area this winter, and already 
have precipitated sporadic gasoline ra- 
tioning plans for automotive use. 

In themselves, these situations might 
not affect utilities, but they create the 
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atmosphere for bureaucratic demands 
for wartime controls, fuel rationing, 
dim-out restrictions, and others remi- 
niscent of pre-VJ-Day. 

The coal industry already has had a 
narrow escape from close Washington 
control. Even before severe winter 
weather struck the Northeast, there 
was a sudden flurry of Washington de- 
mands for coal rationing; stories of 
impeding coal shortages were rife, and 
the industry had difficulty in convinc- 
ing the public and the authorities that 
there would be sufficient stocks. 


Gone controls are in effect, as it is, 
including an embargo on types of 
coal most commonly used for domestic 
heating in this country, to prevent it 
being exported. 

While there has been some improve- 
ment in the European coal outlook in 
recent weeks, it was obvious that aid 
to European utilities would involve 
heavy coal shipments. As grain and 
coal are the main export items that 
put strain on the transportation system, 
there is a potential danger here, but 
one that is unlikely except as it bolsters 
the Washington demands for more 
and more controls. 

The experts who analyzed this par- 
ticular phase of European aid were un- 
able, even before the more recent crop 
reports, to see where this country 
could ship the quantities of grain en- 
visioned in earlier plans. Port facili- 
ties are an effective brake on the 
amount of coal or grain that can be 
shipped in a given period; hence there 
was no question in their minds that 
grain or coal shipments would be ex- 
panded to new limits. Under these cir- 
cumstances, the strain on transporta- 
tion would not be increased, although 
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already being felt in many industries. 

The question as to the country’s 
transportation is, rather, can it continue 
to maintain its present performance, 
in the absence of adequate replacement 
of war-spent equipment, for which it 
is now competing with European coun- 
tries and with steel and iron consuming 
industries of other fields at home? Box 
cars are needed for grain shipment 
from internal points to port, and open- 
top cars for coal in the same direction. 
No serious shortage of line and ter- 
minal facilities, nor of railway motive 
power, has been found in this connec- 
tion. 


— about the largely govern- 


ment-subsidized inland water- 
way system for this transportation 
problem? The grain movement, of 
course, would be largely through the 
northwestern area, along the Great 
Lakes to eastern ports for Europe. 
Coal might move by other inland water 
routes, but a side light on this situa- 
tion is that, while there is adequate 
barge and canal vessel equipment for 
the projected movements, rail facili- 
ties at either terminal of some water 
routes are geared only to normal traf- 
fic demands, and might be a brake on 
the tonnage that otherwise could be 
carried over these systems. 
However, there is a question in the 
minds of the authorities studying the 
matter, whether the European export 


needs are really the crux of the present 
transportation demands. The Bureau 
of Labor Statistics estimated that the 
proportion of employment in trans- 
portation directly or indirectly at- 
tributable to exports was around 9 per 
cent during the first half of 1947. 

This does not mean though, if this 
9 or 10 per cent was cut off, the trans- 
portation demand would be eased cor- 
respondingly ; according to studies of 
the problem, some things now pro- 
duced for export would merely be 
transported, sometimes further, for 
domestic sale. Other things not now 
produced would be made with the 
facilities and materials thus released, 
so it is not apparent that the transporta- 
tion demand would be reduced, but 
merely altered internally. 


A a matter of record, the railroads 
have already accomplished a 
peak movement such as might possibly 
be demanded under the foreign pro- 
gram. During the war, and in the im- 
mediate postwar years, they proved, 
and this was recognized by the Presi- 
dent’s advisers studying foreign aid 
logistics, that they could meet fully as 
great a challenge as any they will be 
called upon to meet in any likely aid 
program. 

Recalling this writer’s discussion of 
the rail equipment problem in this pub- 
lication as the nation was entering the 
war period, it is interesting to note that 
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have tentatively scheduled for shipment in 1948 electrical 


q “UNITED STATES agencies concerned with European aid 


equipment totaling $95,000,000; for 1949, of a value of 
$100,700,000 ; in both years, in terms of dollar value, second 
only to petroleum equipment; and for 1950, valued at $85,- 
000,000, and $32,500,000 in 1951.” 
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the railroads loaded, in the first two 
weeks of last October, more revenue 
freight than not only during the war 
period, but during any comparable pe- 
riod in the past seventeen years; and 
that they did this with only slightly 
more than two-thirds of the number of 
freight cars they had at the previous 
traffic peak in 1930. 

It is also interesting to note that the 
President’s advisory group, in refer- 
ring to possible need of transportation 
controls, said in effect that existing 
controls, as to car loading, LCL, etc., 
could just as well be delegated to old- 
established agencies, such as ICC. In 
plainer words, although ODT is still 
operating, if for any reason it were 
terminated, any necessary emergency 
controls could be handled just as easily 
by going regulatory bodies. 

Recalling the warning of American 


analysts that any substantial increase 
in export of electrical equipment to 
Europe would be at the immediate ex- 
pense of the American consuming pub- 
lic and the utilities serving this outlet, 
it now looks as if European demands 
will be seriously considered anyway. 


A stated, expansion of European 
industry, as programmed abroad, 
was obviously overreaching, in the 
light of what this country can do im- 
mediately. Therefore, if any consid- 
erable part of European needs for pro- 
duction equipment is met, this mate- 
rial will be in finished, or nearly com- 
plete, form when it leaves our shores. 
Furthermore, such imports of finished 
steel will be almost entirely from the 
United States. Fabricated electrical 
equipment is included in the contem- 
plated shipments. 

United States agencies concerned 
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with European aid have tentatively 
scheduled for shipment in 1948 elec- 
trical equipment totaling $95,000,000 ; 
for 1949, of a value of $100,700,000; 
in both years, in terms of dollar value, 
second only to petroleum equipment ; 
and for 1950, valued at $85,000,000, 
and $32,500,000 in 1951. 

Thus, the electrical utility industry 
is obviously mast-deep in the voluntary 
allocation plan now being tested for 
iron and steel supplies in this country. 
As now developing, this would be a 
“spot” priority arrangement, rather 
than an over-all regulation. A manu- 
facturer of utility equipment for the 
government aid program abroad, upon 
a showing that he lacked a certain ton- 
nage of steel, or other components, 
could-apply for a priority for that item. 


HE figures just cited for electrical 

equipment are somewhat shad- 
owy, in that they represent primarily 
the tonnage of metal involved, when 
translated into dollars, and they do not 
extend to an indefinite requirement 
in motors and other utility equipment 
not directly related to utility operations 
abroad. 

Thus, a steel mill might be of the 
electric furnace type, rather than the 
older Bessemer; textile industries 
abroad will require a considerable 
amount of electric motorization with 
related equipment; a specific mill, or 
plant group, will require motors, gen- 
erators, etc. None of this appears as 
such in the estimates now available. 

Nor is there any marked unanimity 
as to the effect of European require- 
ments. What has been cited so far rep- 
resents the extreme of official pessi- 
mism, if it is that, as conveyed by the 
report of the President’s committee. 
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Production of Electrical Equipment 


a4 Sic 1942, United States production capacity in electrical equip- 
ment has gained between 250 and 300 per cent, in dollar value. 
Actually ... pressure on United States facilities for both domestic and 
foreign demands is so great in generating equipment alone that deliv- 
eries are stated to be about three years behind receipt of orders.” 





A decidedly different angle is seen in 
the background data drawn against by 
the State Department in its own pres- 
entation of the aid details. 

This latter view can be summarized 
as follows: The countries benefiting 
under the proposed program were, as 
a whole, self-sufficient before the war 
in production of power-generating 
equipment; and their present depend- 
ence, resulting from the war, will de- 
crease progressively. Consequently, 
out of the total estimated cost of $5,- 
000,000,000 plus for the European 
power expansion contemplated, total 
requirements from the United States 
may amount to $500,000,000, or some- 
thing over 6 per cent in terms of 
dollars. 


B dre original European report, 
largely drafted by Europeans, 


but with American industry representa- 
FEB. 12, 1948 226 


tives in the background, assumes that 
the countries concerned will actually 
be able to supply all of the heavy gen- 
erating equipment, leaving only cer- 
tain bottleneck items to be supplied by 
the United States. 

As indicated by the scheduled exports 
for the next several years, however, 
this country is preparing to furnish 
much more than bottleneck equipment 
and, in fact, as we get into it, there 
may be ramifications to the program 
not now foreseeable, 

Not in any official report so far 
made public certainly is the question 
of the huge American stake in this re- 
vitalizing of European productive ca- 
pacity. Are we to pour out taxpayers’ 
dollars and finished equipment, badly 
needed at home, to restore, or augment 
to new peaks, European industrial ca- 
pacity, only to have it submerged 
eventually by some new overlapping of 
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the totalitarian tide in Western Eu- 
rope? 

Will all this new American generat- 
ing equipment be furnished at sacrifice 
of home needs on the assumption that 
the countries getting it will remain on 
our side of the line, only to have a new 
upheaval abroad swallow it, as Ameri- 
can equipment in Asia disappeared af- 
ter VJ-Day? 

And, assuming the worst, will this 
newly invigorated industry be used 
with or against us? 

These are the gambles the country 
is asked to take, of course. But they 
are fair questions that probably will 
be raised as the program develops. 


NE answer to this, of course, is 
the President’s committee opin- 
ion that this program is not going to 
be accomplished in four years, but 


looks to them rather like six or seven 
years. Also, the President’s advisers 
were inclined to go along with the 
view that European sources can pro- 
duce the bulk of the equipment needed. 

If they cannot do this, said these ex- 
perts, it would not necessarily throw 
any additional burdens on US indus- 
try. Such projects have to be sched- 
uled well ahead, and such equipment 
takes time to make. By the time Eu- 
ropean resources have been found un- 
able to handle the program, it would 
be rather late to divert the orders to 
United States producers, and expect 
delivery in four years. Thus, in so far 
as the European end of the program 
falls behind schedule, it could require 
less, rather than more, of the special 
equipment which it is now planned to 
furnish from this side. 

Along this same direction, certain 
European hydro developments are in- 
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cluded in the program as presented 
from abroad. These are only in the 
preliminary stage. Even if it is pos- 
sible to proceed promptly on these, 
major items of equipment from the 
United States would not be needed for 
three years probably. 

Generating and distribution equip- 
ment due in the last year or two of the 
proposed program bulks somewhat 
larger relative to present US pro- 
duction capacity. Whereas the dollar 
value of equipment furnished is some- 
what more than 6 per cent of the total 
dollar outlay, the equipment to be fur- 
nished represents about a fifth of 
American manufacturing capacity. 


HUS, in four years’ time, or per- 

haps longer, the European pro- 
gram would take a bite of one-fifth of 
American capacity at a time when that 
production could all be used for domes- 
tic needs, or even more, if expanded 
home demand is considered. 

None of which touches the European 
requirement for freight cars, open tops, 
and tankers, in almost equal demand 
at home for the expanded chemicals, 
fertilizer, and other phases of the Eu- 
ropean plan. Nor does it touch steel 
and equipment for expanding our ca- 
pacity to manufacture the items men- 
tioned. 

This country has a fairly detailed 
statement of requirements under these 
various headings, prepared by the Eu- 
ropean committee. The requirements 
of that committee were generally scaled 
down on receipt here, but it is known 
that “bottleneck items” in the utility 
expansion abroad would amount to 
some $300,000,000 from us. Only 
some 10 per cent of this is in electrical 
equipment as such, the major items 
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being high-voltage insulators, machine 
tools, and construction equipment, 
cableways, boiler and condenser tubes, 
heavy forgings, steel and iron castings, 
and accessories. 

Careful scheduling, it is pointed out 
by American experts, may reduce this 
total, in dollar value at least. Heavy 
generating equipment did not appear to 
bulk large in the European outline, the 
presumption in Europe being ap- 
parently that this could be manufac- 
tured there over the time involved, at 
least for a part of the expanded indus- 


try. 


ya 1942, United States produc- 
tion capacity in electrical equip- 
ment has gained between 250 and 300 
per cent, in dollar value. Actually, 
however, pressure on United States 
facilities for both domestic and foreign 
demands is so great in generating 
equipment alone that deliveries are 
stated to be about three years behind 
receipt of orders. It is the hope that 
the European schedules can be pro- 
rated between our own and manufac- 
turers abroad, as to specific items, so 
as to reduce delivery delays all around. 
The Krug report, which was consid- 
erably ahead (October, 1947) of later 
analyses referred to here, points out 
that, after 1949, power-generating 
equipment facilities in this country will 
be able to produce from 500,000 to 
1,000,000 kilowatts of generating 
equipment over and above projected 
domestic requirements. 


be following is a list of the prin- 
cipal items, delays in the provision 
of which are at present retarding, or 
are likely to retard, electricity generat- 
ing or transmission plant extensions: 


Porcelain insulators for high volt- 
age 

Machine tools for electrical plant 
manufacture such as milling machines, 
drilling machines, lathes, grinders, 
punches, presses, etc. 

Constructional equipment for power 
stations such as tractors, bulldozers, 
large concrete mixers, mechanical 
shovels, tunne] clearing equipment, 
pile drivers, tugs, dredgers, cranes, 
aerial cableways, pneumatic drilling 
equipment, etc. 

High-pressure pipe work for pen- 
stocks and boilers 

Armoured cable, drawn copper, alu- 
minium and steel for conductors 

Transformer and generator steel 
sheet 

Heavy forgings such as turbo-alter- 
nator rotors 

Transformers 

Bakelite, mica, oiled silk and cotton, 
vulcanized fiber, insulating oil, glass 
insulating foil, and similar insulating 
materials and parts. 

Boiler and condenser tubes 

Current breakers and 
switches 

Relays, voltage regulators, and other 
instruments 

Steel and iron castings 

Boiler drums 

Roller bearings 

Gates and locks for hydro power 
stations 

Accessories for hydrogen cooling of 
alternators 

Steam and water valves 

Electrical condensers 

Excavators for brown coal mines 


isolating 





CCTF the ee of the supervisor is generally to be subjected to 


the 


iscipline of the labor movement, it will ultimately mean 


that for all practical purposes labor unions will become independent 


contractors for production work.” 


—GERARD D. REILLy, 


Former member, National Labor Relations Board. 
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Spread of Smoke Regulations 
For Public Utilities 


An analysis of a trend in a special type of local regula- 
tion—principally municipal—which probably affects 
operating public utilities more than any other single 
industry. 
By BETHUNE JONES* 


Gime control is usually a local or 


municipal type of police regula- 
tion, even though it does affect 

gas and electric utility operations more 
closely than other types of heavy busi- 
ness and industrial plants. The reason 
is, of course, because the public utility 
plants must so frequently be located in 
downtown and residential areas where 
smoke can become a real problem, not 
to mention a nuisance. Other types of 
heavy industry, such as steel mills and 
foundries, have had to grapple with 
this problem so intensely that they have 
solved it by moving out into special- 
ized communities where the world has 
notice, so to speak, of what to expect. 
But the public utility companies, by 
the inherent nature of their metro- 
politan business operations, very often 
do not have such liberty of action or 
freedom to change their location so as 


*Professional writer, Red Bank, New 


Jersey. 
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to leave this problem behind. On the 
contrary, because of the growth of our 
large cities and new residential hous- 
ing areas in the suburbs of such cities, 
the public relations angle of the public 
utility business is likely to emerge well 
in advance of any police regulation. In 
plain words, public utilities are more 
likely to anticipate a smoke nuisance 
problem by way of protecting their 
reputation in a community than sit 
around and wait for civic authorities 
to get tough about it. 


usT the same it should be of interest 

to these branches of the utility 
industry to realize the steady trend in 
municipal regulation for the control of 
excess smoke and other types of air 
pollution. It is even theoretically pos- 
sible under the public service commis- 
sion laws in some states for the state 
commissions to entertain complaints 
of this nature. Although there is no 
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record that any of them have ever done 
so (except in a few older cases involv- 
ing steam railroads creating dirt and 
nuisance problems in railroad stations 
to the discomfort of the traveling pub- 
lic). 

And so, while a good case can be 
made out for the theoretical proposi- 
tion that a public utility commission— 
under its authority to compel a utility 
to install and maintain safe and ade- 
quate service facilities, free of nuisance 
to the public, including its own custom- 
ers—might regulate this matter di- 
rectly, the specific problem of smoke 
control has usually been delegated to 
municipal authorities. 


i the last few years the problem has 
become somewhat pressing for a 
variety of reasons: (1) The heavy 
load on both manufactured gas and 
steam-generated electric power facili- 
ties has required these utility com- 
panies to operate their plants continu- 
ously at capacity levels with less than 
normal opportunities for supervisory 
checkups, high-quality maintenance, 
and prompt replacement of worn and 
defective apparatus. (2) Shortages of 
supplies of manufacturing parts have 
aggravated the foregoing situation. 
(3) Heavy fuels, both coal and oil, 
required by such gas and electric 
utilities have been running below 
standards with a greater degree of 
slag, dirt, moisture, and impurities— 
in many instances—accompanying the 
only available supply. During the coal 
strike situation there was hardly a 
company in the United States which 
would not gladly buy any grade of coal 
it could burn. Quality was a secondary 
consideration. A reserve stock pile was 
all important. 


\ ¢ Bruges recent developments 
show an increasing awareness 
that there is no legislative panacea 
offering a quick cure for the air pol- 
lution nuisance in either large or small 
cities, they also reflect a growing public 
determination to solve the problem. 
Besides representing a huge economic 
waste in fuel costs, air pollution has 
been estimated to cost the average 
urban resident about $30 a year in 
cleaning clothes, painting buildings, 
and medical treatment for respiratory 
ills. 

Among the cities most recently 
adopting new  smoke-control ordi- 
nances is Omaha, which has a new 
measure based upon a model suggest- 
ed by the American Society of Me- 
chanical Engineers. Similar to those 
adopted by a number of other cities, 
the Omaha measure requires permits 
for installation or alteration of any 
fuel-burning equipment, sets standards 
for the degree of smoke that will be 
tolerated, calls for annual city inspec- 
tion of heating equipment, and estab- 
lishes penalties for violation. Admin- 
istrative personnel includes a smoke 
regulation engineer, an advisory board, 
and an appeal board. Those named to 
serve on the advisory board include C. 
F. Moulton, superintendent of power 
of the Omaha Power District, and T. 
L. Frank, building and equipment 
engineer, Northwestern Bell Tele- 
phone Company. 

The public lighting commission was 
found to be one of the first violators of 
a new stringent smoke abatement ordi- 
nance in Detroit, with the result that 
contracts were quickly signed for the 
plant installation of new smoke-con- 
trol equipment. Under the Detroit 
ordinance, which was backed by an 
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Smoke Nuisance 


cé 


LTHOUGH recent developments show an increasing awareness that 


there is no legislative panacea offering a quick cure for the air 

pollution nuisance in either large or small cities, they also reflect a grow- 

ing public determination to solve the problem. . . . air pollution has been 

estimated to cost the average urban resident about $30 a year in clean- 

ing clothes, painting buildings, and medical treatment for respiratory 
ills.” 





appropriation of $100,000 for en- 
forcement, use of coal with more than 
23 per cent volatility is prohibited un- 
less proper mechanical firing equip- 
ment is installed to reduce smoke. 


6 ss Detroit measure gives in- 
creased authority to the city de- 
partment of buildings and safety 


engineering to inspect industrial 
equipment and order repairs, replace- 
ment, or redesigning. Provision is 
made for issuance of certificates of 
operation, showing that proper equip- 
ment has been installed. Providing for 
measurement of smoke density on the 
Ringelmann Chart, which has four 
classifications, the ordinance bans 
smoke of greater density than Ringel- 
mann No. 2 (40 per cent). Penalties 
for each violation are $100 fine, thirty 
days in jail, or both. Each day’s 
operation without proper equipment 
may be considered a separate violation. 
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In cases of flagrant violation, the de- 
partment is authorized to seal fuel- 
burning equipment. The ordinance 
also created a 5-man advisory commit- 
tee for continued study of the smoke 
problem. 

Other cities which have recently 
adopted stringent smoke control ordi- 
nances, in a number of instances also 
regulating the emission of soot, dust, 
and poisonous fumes, include Akron, 
Richmond, Salt Lake City, Providence, 
Niagara Falls, and Cincinnati. 

A bill for a local law that would 
prohibit dense smoke and provide 
heavy penalties for violators was re- 
cently introduced in the New York 
city council. Shortly after its introduc- 
tion, Mayor O’Dwyer announced that 
progress was being made in an anti- 
smoke campaign begun last February 
by the city health department, which is 
charged with enforcement of existing 
provisions of the city sanitary code 
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governing smoke emission. The city 
health commissioner at the start of the 
campaign named a citizens’ committee 
to aid in his department’s campaign of 
persuasion against the smoke nuisance. 


nae progress made in 
New York city’s efforts to fight 
smoke without general resort to 
stringent penalties, Mayor O’Dwyer 
announced that contracts involving 
expenditures of $8,062,400 to elimi- 
nate smoke nuisance had been let by 
102 privately operated heating plants. 
He also said the city board of trans- 
portation’s $8,500,000 program for 
enlargement of the 49th street power 
plant of the IRT subway division con- 
templated smoke nuisance elimination. 
The Long Island Railroad, he added, 
had announced that all coal-burning 
locomotives in yard service in Brook- 
lyn and Queens would be replaced by 
Diesels, and that the railroad had set 
up a smoke inspection system. 

Further indicating the progress of 
the New York city antismoke drive, it 
was pointed out that the Consolidated 
Edison Company had authorized ex- 
penditure of $5,400,000 for correction 
of smoke and cinder conditions at all 
its power stations by 1951. The im- 
provements contemplated by privately 
operated concerns were listed as rang- 
ing from $500,000 to be spent by the 
American Telephone and Telegraph 
Company on its building at 195 Broad- 
way to $200 or $300 by owners of 
small apartment houses. 

New York’s state legislature this 
year created a commission to study the 
smoke nuisance and means for abating 
it, particularly in Queens. The issue is 
expected to be raised during the legis- 
lature’s 1948 session. 
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Enactment of a stringent smoke 
control ordinance has been proposed 
in Philadelphia, which now has an 
ineffective ordinance on the subject 
adopted in 1904. Amendments to 
strengthen existing smoke abatement 
measures also have been proposed re- 
cently in several other cities, including 
Des Moines and Indianapolis. 


| persone for more effective local 
legislation to curb air pollution also 
were advanced recently in St. Louis, 
which is widely acclaimed as having 
conducted the most successful anti- 
smoke campaign of any city thus far 
but which is still seeking improve- 
ments. 

Exemplifying the codperation which 
utilities are giving smoke control ef- 
forts in St. Louis and elsewhere, J. 
Wesley McAfee, president of the 
Union Electric Company of Missouri, 
recently proposed a research program 
financed by St, Louis area industries 
to combat air pollution. His sugges- 
tion was made at a luncheon attended 
by St. Louis and East St. Louis mu- 
nicipal officials who later inspected the 
company’s Cahokia power plant where 
$3,287,160 is being spent for electro- 
static precipitators to catch fly ash. An 
additional $12,252,788 is being spent 
by the company in improvements that 
will indirectly help reduce air pollution, 
McA fee said. 

Approximately 70 tons of fly ash is 
being collected daily by a bank of pre- 
cipitators now operating on one of the 
6 smokestacks at the Cahokia plant, it 
was explained by Gerald V. William- 
son, superintendent of steam engineer- 
ing for the utility company. When 
precipitators are installed on all stacks 
by 1950 or 1951, from 200 to 300 tons 


232 





SPREAD OF SMOKE REGULATIONS FOR PUBLIC UTILITIES 


of fly ash will be removed daily at the 
plant, he said. The second set of 
precipitators now being installed will 
be operating by June, at which time 
about 150 tons of fly ash will be col- 
lected daily, he added. 

A survey conducted by the company 
showed that about 6 per cent of the fly 
ash coming from the Cahokia plant 
actually reaches St. Louis, Williamson 
pointed out. 


Wa that, unless other com- 
panies codperate to combat air 
pollution, residents of south St, Louis 
will be disappointed when the utility 
company’s program is completed, Mc- 
Afee said: “We are not attempting to 
minimize the part the Cahokia plant 
plays in producing fly ash. But we 
certainly do not produce all—or even a 
major part of the fly ash found in 
south St. Louis.” 

R. W. McCandlish of Chicago, a 
representative of the Research Cor- 
poration which developed the Cottrell 
precipitators being installed at Ca- 
hokia, said the collectors remove 90 to 
95 per cent of the ash passing into the 
stacks, 

A stringent antismoke ordinance is 
now in full effect in Pittsburgh, which 
hopes to rid itself of the reputation of 
being one of the nation’s smokiest 
cities. Although the Pittsburgh ordi- 
nance was adopted in 1941, its full ap- 
plication was delayed because of war 
conditions. It has now been extended 
to cover 142,000 coal-burning private 
homes in the city, as well as all build- 
ings, railroads, and factories. 

Many other cities this year have 
taken steps toward more effective en- 
forcement of existing smoke control 
ordinances, including Baltimore, Cleve- 
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land, Chicago, Memphis, and Louis- 
ville. 

In an increasing number of sections 
of the country the need of attacking 
the smoke problem on an area basis is 
being recognized. A bill enacted this 
year by the California legislature 
authorized Los Angeles county to cre- 
ate an air pollution control district with 
the necessary powers to enforce its 
rules. The Wisconsin legislature ap- 
proved a bill permitting Milwaukee 
county to adopt and enforce a county- 
wide smoke control ordinance. Penn- 
sylvania’s legislature has authorized 
Allegheny county (Pittsburgh) to 
take similar steps. 


REA control also is being sought in 
Kansas City. A recommendation 
made there recently called for adoption 
of a model smoke ordinance by Kansas 
City, Kansas, and North Kansas City 
as well as by Kansas City, Missouri. 
County-wide smoke control was re- 
cently proposed in Baltimore. 
Although the trend toward more 
effective smoke control legislation has 
run into stiff opposition in many in- 


‘ stances from various elements of the 


coal industry, an indication that this 
attitude may change was given by W. 
E. E. Koepler of Bluefield, West Vir- 
ginia, secretary of the Pocahontas Op- 
erators’ Association, in addressing the 
1947 annual convention in Milwaukee 
of the Wisconsin-Upper Michigan 
Fuel Dealers’ Association. 

-Asserting that legislation for smoke 
abatement is justified, Koepler said: 
“Many cities have been fed on 
promises so long that they can hardly 
be blamed for taking drastic action, 
since they have observed that this has 
produced action elsewhere.” 
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Legislation to eliminate smoke is 
here to stay, Koepler asserted, adding: 
“One thing that should be learned by 
the fuel industry is that smoke ordi- 
nances and smoke abatement enforce- 
ment organizations are a permanent 
part of government, like pure food and 
drug laws, pure water and milk laws, 
and other statutory means of protect- 
ing health. Small cities and towns, as 
well as large industrial cities, are mak- 
ing these provisions for the public 
welfare.” 

Koepler further declared that smoke 
regulation is good for the coal indus- 
try. “The smoke inspector,” he said, 
“is the best friend that the coal indus- 
try has, if we only knew it and sat at 
his feet, honestly learning our lesson 
and mending our ways. Smoke ordi- 
nances are generally blessings in dis- 
guise.” 


HE contention that a solution of 
the smoke nuisance in cities is an 
engineering rather than a legislative 
problem was expressed, however, by 
R. E. Howe of Cincinnati, chairman 
of the Coal Producers Committee for 
Smoke Abatement, in addressing a ses- 
sion of the 1947 convention in Toronto 
of the Smoke Prevention Association 
of America. 
“Smoke abatement is an engineer- 
ing problem and will never be solved 


except through an engineering ap- 
proach,” Howe declared. “It is all a 
question of combustion and it is for 
this reason that the Coal Producers 
Committee for Smoke Abatement has 
used large groups of engineers to make 
surveys in various cities to determine 
the source of the pollution.” 


ee the committee’s belief it is 
impracticable to attempt to abate 
smoke in industrial centers by passing 
ordinances restricting the type of fuel 
to be used in hand-fired stoves and fur- 
naces, Howe added that “any fuel will 
make smoke if not burned properly and 
that any fuel can be burned smoke- 
lessly.” 

Further contending that smoke ordi- 
nances should be backed up with “in- 
telligent and adequate enforcement,” 
he declared: “It is no secret that only 
a ridiculously small number of cities 
have adequate smoke abatement de- 
partments today. A well-staffed and 
competent smoke department is neces- 
sary to supervise the installation and 
operation of fuel-burning equipment 
in the larger than domestic plants. 
Without this supervision new plants 
will be improperly installed as fast as 
older plants can be corrected of 
their smoke troubles. Do not let 
today’s installation become tomorrow's 
smoker.” 





a4 Pps tame 4 challenge lies before us. To meet it 
squarely will require deep and abiding faith in the 
fundamental principles of our nation and faith in one another. 
It demands a fresh dedication to the great truths implicit in the 
natural laws which govern man’s relation with man. Suspicion 
and distrust will vanish in the rising tide of this great faith in 
the genius of the American people.” 


—TIrvinc M. Ives, 


U. S. Senator from New York. 
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Washington and the 


Utilities 


House Pegs Reclamation 


TS are few of that sturdy and 
ubiquitous tribe known as “Wash- 
ington observers” who are unsophisti- 
cated enough to think that very many 
votes can be swayed, in a modern session 
of Congress, by sheer force of oratory 
on the floors of the congressional cham- 
bers. In fact, the more cynical of the 
breed can probably give one an argu- 
ment that most Congressmen make up 
their minds how they are going to vote 
before they step into the congressional 
chambers. Some make up their minds 
considerably in advance, some count 
their mail and estimate the respective 
weight of various lobbying pressures and 
counterpressures, and some pay heed to 
the suggestions of party leaders, if any, 
on particular bills. 

In short, the schoolboy’s mental pic- 
ture of a powerful orator swaying or 
stampeding Congress by the magic of his 
voice is pretty well discounted in blasé 
Washington circles. “Cicero stuff” is the 
trade name for floor orators, who hog 
the Record with interminable remarks. 
Principal colleague reaction to such 
oratory seems to vary from mild toler- 
ance to positive annoyance for sanding 
up the wheels of parliamentary progress 
every so often, That being the general 
background, exceptions to the rule are of 
more than passing interest. And a recent 
exception to the rule seems to be the 
scorching attack made on Interior De- 
partment lobbying from the floor of the 
House of Representatives on January 
22nd by Representative Elliott (Demo- 
crat, California). 

Whether Elliott’s remarks consti- 
tuted the actual, or proximate cause 
of the abrupt change in the majority 


235 


iit ie 


sentiment in the House, or, was only a 
contributory factor to some back-of-the- 
scenes shift, the fact remains that the 
sentiment did change, positively, and 
overnight. The result was the passage of 
the Rockwell Bill (HR 2873) in a form 
distasteful to the Reclamation Bureau, 
and more stringent than the original bill 
Representative Rockwell (Republican, 
Colorado) had brought out of the House 

Committee on Public Lands. 


N the diluted form as reported out of 
committee, headed by Representative 
Welch (Republican, California), this 
bill would provide as follows: (1) Ex- 
tend repayment period for Reclamation 
power project features from fifty to 
seventy-eight years; and (2) reduce the 
interest rate on investment in this feature 
from 3 per cent to 24 per cent, with 2 
per cent going directly to the Treasury 
and the rest going to help defray irriga- 
tion costs. Thus the bill emerged as a 
compromise of Representative Rock- 
well’s original attempt to stop the Recla- 
mation Bureau from making use of the 
interest paid on Federal funds. 

On the day preceding Representative 
Elliott’s noteworthy remarks, Chairman 
Welch had repeatedly put down efforts, 
led by Representative Jensen (Republi- 
can, Iowa), to put back restrictions on 
Interior officials. On teller votes, these 
amendments bogged down in a debate 
which seemed to dwell more on the re- 
spective merits of public and private 
power operations than on the fiscal 
policies of the United States government 
with respect to Reclamation projects. 
When Congress adjourned Wednesday 
night, January 21st, it looked as if the 
Rockwell Bill would go through, without 
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further amendment, along the lines of 
the compromise agreed to by the Interior 
Department. 

The next day, however, Representa- 
tive Jensen led off with a sharp charge 
that Chairman Welch and Interior De- 
partment officials had not only high-pres- 
sured Rockwell and other members of his 
committee, but even the National Recla- 
mation Association. These charges were 
denied. y 


HEN Representative Elliott got up 

he started off by informing his 
colleagues that he was not going to be a 
candidate for reélection and that he, 
therefore, had no further fear of pres- 
sure or counterpressure from any group. 
But he criticized what he regarded as a 
concerted effort by the Reclamation 
Bureau to hamstring all attempts of 
Representative Jensen and other mem- 
bers of the Appropriations Committee to 
economize on the government budget. He 
even accused them of engineering 
schemes to discredit Congress by spend- 
ing project money all in one rush and 
then suddenly having the project close 
down for lack of funds, This, he said, 
had actually happened in his own state 
in the case of certain Central valley 


to put the Congress in an embarrassing po- 
sition. 

Mr. Chairman, this bill here gives the 
Bureau of Reclamation a great deal more 
power. What are we thinking of? Where 
is your intestinal fortitude that your fore. 
fathers injected into you? We have lost 
the punch. We are only interested in pass- 
ing out bouquets to members to make them 
feel they have done a great job. You will 
not do a great job if you pass this bill, in my 
estimation. I think it is a disgrace and a 
shame to think that legislation is brought 
in here when people in the irrigation and 
reclamation districts have been treated like 
they have. Congress is going to pay out more 
money to start new projects rather than 
complete the ones they have already 
Started... . 

Those are questions that go through my 
mind and it is one of the reasons I am not 
going to run for office in 1948 along with the 
rest of you. 

I will go home and run my own little 
business like I did before. I do not propose 
to be pushed around by a bunch of dilly- 
wackers down here that never got a vote 
from anybody. But, we are being pushed 
around all the time. You know that that is 
the truth just the same as I do. I want to say, 
in all sincerity, that I propose to offer a mo- 
tion to recommit. I think it should be sent 
back to the committee. I think the rug should 
be pulled out from under the bureaucrats 
downtown here so that the Congress will 
have something to say about what is going 
on, how, and where. 


work, Fg yen to say the forthright re- 


Elliott said concerning this: 


marks from the gentleman from 


California caused the temperature to rise 


Was that the fault of the gentleman from on both sides of the aisle. But, when the 


Iowa? Oh, no. He and two other members 


of the committee were in California in the debate was finally closed, the atmosphere 
latter part of 1947. They toured the entire of the House had veered around to the 
state with people from the Bureau of Recla- opposite quarter compared with the pre- 


mation, Department of the Interior. I asked 
the direct question of the men representing 
the Department of the Interior in the pres- 


vious afternoon. 


Representative Elliott made a motion 


ence of the Congressmen: Do you have ~—which must have been particularly dis- 
plenty of money? Their answer was yes. Yet tasteful to his colleague from California, 


a few days later the project was stopped. 
The whole blame has been placed on the 


Chairman Welch—to recommit the di- 


entire Congress. It is stated that we did not luted Rockwell Bill to Welch’s commit- 
provide enough money todoajob. Theblame tee with orders from the House to report 
was placed on the gentleman from Iowa it out “forthwith,” including the follow- 


(Mr. Jensen), chairman of the subcommittee 
on Appropriations. Mr. Chairman, it is a good 
thing I was not chairman of the committee, 
because I would not have taken the abuse 
that was piled on him and his committee 
because the project was stopped. 

What did your bureaucrats down here 
say? What did they do? They sent out letters 
requesting that all of the money be spent 
by January Ist or before if possible in order 
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ing provisions: 


1. Retirement of government loans 
on Reclamation projects would be cut 
from seventy-eight to fifty years. 

2. Interest rates would be reduced 
on power investment from 3 to 2} per 
cent with 2 per cent being paid into 
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the United States Treasury and one- 
half being used to defray irrigation 
costs. 

3. New projects could be under- 
taken by the Secretary of the Interior 
only after provision therefor had been 
made by act of Congress pursuant to 
reports to the President and the Con- 
gress with findings on such projects. 


The real test came on the first vote to 
recommit the measure, which the Elliott- 
Jensen forces won 210 to 152. 

Immediately thereafter, Representa- 
tive Rockwell reported to the House the 
bill as amended by Representative 
Elliott’s motion and the instruction of the 
House. A second vote was taken on this 
amendment and again the Elliott-Jensen 
forces prevailed, this time by vote of 220 
to 134. Still another vote was taken on 
the passage of the Rockwell Bill, when 
for obvious reasons the margin of ap- 
proval was increased still more, the final 
tally being 232 to 120. 


T= is still considerable doubt 
whether the Rockwell Bill, as it thus 
passed through the House of Represent- 
atives, can finally win through to enact- 
ment, in view of the influence wielded 
by the Interior Department and Recla- 
mation Bureau spokesmen on western 
Congressmen during an election year. 
The surprising thing is that critics of the 
Reclamation Bureau were even able to 
force the bill out of Chairman Welch’s 
committee since he has been so emphati- 
cally and determinedly sitting on such 
legislation since it was introduced earlier 
last year. Hearings before the Senate 
Public Lands Committee will not start 
until March, 

Another bitter fight is likely on the 
floor of the Senate if the bill gets that far, 
And if by chance it should pass the Sen- 
ate there is the possibility of a White 
House veto—a very definite possibility. 

Even assuming that the Rockwell Bill 
will not be able to clear all the hurdles 
this year, the record made by the House 
of Representatives in passing it is likely 
to get such legislation off to a fast start 
and with perhaps a better chance of 
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prompt enactment when the 81st Con- 
gress meets. Of course, there is a possi- 
bility that the Senate will dilute the bill 
again according to the Interior Depart- 
ment formula and pass it in that form 
into a conference battle. What would 
happen in that event is most conjectural 
at this writing. 
* 


Other Bills in Congress 


| ee hearings are scheduled for 
the Moore-Rizley Bill (HR 4051) 
which seeks to amend the Natural Gas 
Act and curtail Federal Power Commis- 
sion jurisdiction over production-gather- 
ing of natural gas, This bill, introduced 
by Representative Rizley (Republican, 
Oklahoma), having passed the House 
was sent to the Senate Interstate and 
Foreign Commerce Committee, where it 
was substituted for a companion bill in- 
troduced by Senator Moore (Republi- 
can, Oklahoma). Through a tie vote of 
the committee it failed to reach the Sen- 
ate floor and was referred back to a sub- 
committee composed of Senators Moore, 
chairman, Capehart (Republican, Indi- 
ana), and Stewart (Democrat, Tennes- 
see). Such was the status of the bill at 
the opening of the present session. Since 
then it was set down for further hearings 
on February 4th, 

The make-up of this subcommittee 
suggests the possibility of a favorable 
report to the full committee. But whether 
the full committee will be constrained to 
report the bill for action at this session is 
still doubtful. Some of the opposition to 
the bill, which resulted from FPC pub- 
licity to the effect that it would mean 
higher gas rates, is still apathetic to its 
passage, especially during an election 
year. But industry testimony at the 
forthcoming hearings may at least have 
the effect of dissolving fears that in- 
creased rates for gas service would 
necessarily result from the passage of 
this bill. 

The subcommittee of the Senate Pub- 
lic Works Committee will open hearings 
on March 15th on the McKellar Bill (S 
1277) completely reorganizing TVA. 
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Bell Rate Increases 


fer the number of telephone rate 
petitions in various states increas- 
ing so rapidly, and the follow-up develop- 
ments complicating the continuity, one 
can be grateful for an excellent spot sum- 
mary made of the over-all telephone rate 
increase picture by Frederick G. Hamley, 
general solicitor of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners. 

In a special bulletin addressed to the 
members of his association, dated Janu- 
ary 14, 1948, Mr. Hamley made a tabula- 
tion of all postwar rate increase applica- 
tions filed by the system companies of 
the Bell telephone system up to January 
12, 1948. This survey, which extends 
back as far as September 17, 1946, when 
the first postwar rate increase was filed 
by the Southern Bell Company in North 
Carolina, shows that such rate increase 
petitions have been sought in every state 
in the Union except six: Delaware, 
Nevada, New York, North Dakota, Ohio, 
and Pennsylvania. 

The over-all picture shows that action 
on such petitions has been taken or com- 
pleted in 21 states and the District of 
Columbia. This total tabulation shows 
further that rate increases involving total 
additional revenues of $206,531,000 have 
been filed in 42 states, and that approxi- 
mately $121,000,000 of the larger amount 
has been authorized or placed into effect, 
while $60,000,000 still remains to be dis- 
posed of in terms of pending applica- 
tions, There follows Mr, Hamley’s statis- 
tical tabulation, page 235. 


N analyzing the following list, Mr. 
Hamley’s bulletin states that 100 per 
cent authority was granted on rate in- 
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creases sought in nine states (including 
Iowa and Texas, where there is no state 
commission regulation), Vermont also 
authorized the full amount but only on an 
interim basis. Tennessee was the only 
state which had turned down the request 
in full. In the remaining 12 jurisdictions 
where action on the increases has been 
completed, the amount of the increases 
authorized range from 48.8 per cent of 
the sum applied for, in the case of Min- 
nesota, to 98.1 per cent in the case of 
South Carolina. In the 20 jurisdictions, 
exclusive of Iowa and Texas, where ac- 
tion on requested increases has been com- 
pleted, the rate increases authorized ag- 
gregated 76.3 per cent of the amount re- 
quested. 

Since Mr. Hamley’s bulletin has been 
circulated, two further developments are 
worthy of note. In Kansas the petition 
was denied as the result of an interpreta- 
tion of a section of state law. This law 
is said to require an itemized statement 
of the cost of services claimed to be 
rendered—in a rate proceeding—to an 
operating utility by an affiliated corpo- 
rate interest. Objection had been made 
that expenses claimed for payments by 
Southwestern Bell Telephone Company 
to Western Electric (manufacturing af- 
filiate of Bell system) had not been so 
itemized as to cost, as a matter of evi- 
dence. The commission took the view 
that—regardless of the merits of the com- 
pany’s petition from the standpoint of 
necessary rate relief-_the procedure re- 
quired by the statute was mandatory and 
the petition was accordingly dismissed. 

In Wyoming the public service com- 
mission granted the full amount sought 
by the Mountain States Telephone & 
Telegraph Company—$289,000—in an 
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Increases 
Granted or 
Made Effective 


Total 
Increases 
Requested 


000 


Date of 
Last 
Order 


3/ 7/47 
12/17/47 
10/17/47 


12/22/47 
4/26/47 


1/10/47 


$ 865,000 
22,456,000(1)(2) 
2,850,000(3) 
4,163,000 


2,018,000 
2,406,000 


645,000(5) 


40,046,000 
3,172,000(2) 
4,765,000 

one(4) 
2,018,000 


3,715,000 
645,000(5) 
30,300,000(6) 12/ 3/47 25,455,000(6) 
3,490,000(7) 10/20/47 3,065,000(7) 

2,350,000(8) 2,350,000 
Dismissed(9) 

9/ 5/47 1,575,000 

6/24/47 2,944,000 

5/23/47 1,350,000 
8/13/47 


5,290,000 
7/24/47 4,860,000 
12/ 3/47 


3,000,000 
4/14/47 890,000 


9/30/47 1,325,000 


7/28/47 800,000(1) 
11/25/47 10,515,000 
12/17/47 248,000 


11/23/46 950,000 


1,560,000 


3/20/47 
12/27/46 
11/ 6/47 


785,000 
506,000 
Denied(10) 
1,253,000( 11) 
’ ,000 
5,700,000( 12) 


775,000(1) 
6,400,000( 13) 


1/16/47 
10/18/47 
6/28/47 
9/18/47 
287,000 


$206,531,000 


$120,081,000 


(1) Interim increases. 


Pending 
Applications 
$ 2,530,000 

1,200,000 

17,600,000 

322,000 


3,715,000 


4,700,000 
1,638,000 


10,400,000 
1,500,000 


3,250,000 
45,000 


1,666,000 


683,000 
2,900,000 


2,400,000 
598,000 


912,000 
1,440,000 
1,510,000 

287,000 

$59,796,000 


(2) Does not include $722,000 increase in directory advertising rates, authorized on Decem- 


ber 30, 1946. 


(3) Includes applications filed with “home rule” cities, as well as with Colorado commission. 


(4) No state utility commission. 


(5) Includes applications filed by Pacific Telephone & Telegraph Company and Mountain 


States Telephone Company. 


(6) Includes small amount requested by Southwestern Bell Telephone Company. 
(7) Includes $65,000 increases to Illinois Bell Telephone Company, balance to Indiana Bell 


Telephone Company. (For additional footnotes, see page 240.) 
239 
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order dated January 13th, the increase 
to be effective February 1, 1948. The 
Wyoming commission’s order called at- 
tention to the fact that this rate increase 
was the first change in the company’s 
rates since 1936, when a rate reduction 
had been put into effect in Wyoming. 


ne over-all percentage rise in Bell 
system rates is not, however, any- 
thing like the corresponding increase in 
retail prices generally during the past two 
years. Operating income for the entire 
Bell system during the year 1946 (when 
the first rate increase was filed, as stated, 
in North Carolina) was somewhat more 
than $2,000,000,000, so that total rate in- 
crease applications sought, as tabulated 
in Mr. Hamley’s study, amounted to 
slightly less than 10 per cent of such 
revenue. And on the same basis the actual 
rate relief granted, according to the same 
study, was slightly less than 6 per cent 
of the total 1946 operating revenue of 
the Bell system companies. 

This, obviously, is only a modest rise 
when compared with various cost of liv- 
ing items shown by the U. S. Bureau of 
Labor Statistics to have risen over 50 
per cent in some instances during the 
period under review. 

Similar data for the numerous small 
independent telephone companies doubt- 
less would be difficult to assemble on a 
comparative basis. But it is known that 
many of the independents have had to 
seek parallel rate relief. On January 14th 
the Rochester (New York) Telephone 
Corporation filed a rate increase applica- 
tion with the New York commission to 
provide an estimated $2,000,000 increase 
in revenues of that company alone. The 
Rochester company operates principally 


in Monroe county, of which the city of 
Rochester is the center. 


v 
Telephone Workers to Seek Pay 


Raises 


HE Communications Workers of 
America, independent union for 
some 230,000 Bell telephone employees 
throughout the country, gathered in 
Washington, D. C., on January 19th to 
begin work on the union’s bargaining 
program for renewal of agreements with 
telephone companies, both Bell and inde- 
pendent, which expire this spring. About 
200,000 CWA members are covered by 
contracts which expire between the end 
of March and the middle of May. 
Following such preliminary negotia- 
tions, CWA’s executive board was 
scheduled to meet on February 2nd to 
formulate final demands, Asked if CWA 
planned to again suggest national bar- 
gaining with the Bell system this year, 
as was proposed in 1947, CWA Presi- 
dent Joseph A. Beirne, Washington, 
said: 

We have no plans to bargain nationally. 
We suggested it last year to the Bell sys- 
tem as a method of bringing uniformity into 
our bargaining relations with the telephone 
industry. The Bell system wanted no part of 
national bargaining. This year we are not 
even suggesting it. 

Our divisions will do their bargaining 
locally. We will give them advice and assist- 
ance. Our objective will be to come out of 
our bargaining with the best possible con- 
tracts and with an adequate wage increase. 

The amount of our wage increase de- 
mands has not been decided nor will it be 
decided by any of these meetings. Its amount 
will depend on conditions that exist at the 
time bargaining with the companies begins. 





(Footnotes continued from page 239.) 


(8) No state commission regulation of telephone companies. 

(9) Application was dismissed because of failure to comply with state statute relative to 
proof of expenses under license contract. Since there has been no denial on the merits, the ap- 
plication is shown as pending, although it may be necessary for the company to file a new ap- 


plication. 


(10) The order denying increases is under court review, as noted in (NARUC) Bulletin 2-1948. 
(11) Interim increases under a bond arrangement. 
(12) Includes approximately $700,000 revenue to be received from passing on municipal] use 


taxes to customers. 


(13) The increases were authorized on a long-range basis rather than as interim increases, 
but the tariff schedules placing them into effect are temporary pending approval of such schedules. 


FEB. 12, 1948 


240 





Pay 


; of 
for 
yees 
| in 
h to 
ning 
with 
nde- 
bout 
1 by 
end 


otia- 
was 
d to 
WA 
bar- 
year, 
resi- 
ston, 


nally. 

sys- 
y into 
yhone 
rt of 
e not 


ining 
ssist- 
ut of 

con- 
rease. 


Financial News 


pend bad 
+ bigest 
“a 


on om 


>. 


rer zZe 


and Comment 


By OWEN ELY 


Drastic Changes Needed if Con- 
struction Program Is to Be 
Privately Financed 


TS difficulties of raising equity 
capital, particularly in the utility 
industry, under present market condi- 
tions hardly require comment. The an- 
nouncement of stock financing, particu- 
larly the issuance of rights, is usually the 
signal for a sharp decline in market 
price. Southwestern Public Service re- 
cently issued rights to buy 1 share at 21 
for each 11 shares held. The stock 
dropped from around 23-4 to 21-2, and 
the rights were quoted at 3-5 cents. This 
despite the company’s excellent and 
steadily increasing earnings, and the re- 
cent interest aroused in the stock by 
Chairman Nichols’ talk before the New 
York Society of Security Analysts. 
Institutional interest in utility stocks 
does not seem sufficient to provide a 
reservoir of buying power for new is- 
sues.* In former years, before the pres- 
ent high income tax brackets were cre- 
ated to help support huge Federal budg- 
ets, businessmen and capitalists were 
able to invest part of their income in new 
issues, and this provided a substantial 
pool of capital which could be tapped by 
the corporations when they needed new 
funds. Until the present tax structure is 
changed, industry generally, and the util- 
ity industry in particular, may continue 


*See “Institutional Holdings of Utility Se- 
curities,” Pustic Utitities FortnicHtiy, Oc- 
tober 23, 1947, page 556. 


to encounter difficulties in raising equity 
funds. 

After VE-Day we heard a great deal 
about reconversion problems. A tem- 
porary industrial setback was feared, 
with 8,000,000 unemployed. However, 
this proved a mistaken prophecy and re- 
conversion progressed smoothly with a 
minimum of unemployment. What we 
have not realized, however, is that the 
basic reconversion is still to be made—a 
changeover from huge government budg- 
ets and Federal management of a large 
part of our business economy to the old 
system of reasonable taxes and budgets, 
private supply of funds for business 
capital, less government interference 
with business management, etc. We are 
now taking belated steps toward this po- 
litical reconversion, but the government 
is loath to surrender its wartime powers 
of taxing and spending. 


E have discovered that we cannot 

have taxation on a wartime basis 
and capital savings on a prewar basis— 
there isn’t room for both. And various 
New Deal penalties and theories imposed 
against Wall Street and against business 
generally have left considerable sand in 
the gears of our finance machinery. Re- 
cent talks before the annual meetings of 
business and financial associations have 
emphasized the changes which are neces- 
sary in order to facilitate the mobilizing 
of private capital for our vast construc- 
tion program. The public service securi- 
ties committee of the IBA, at its Florida 
convention a few weeks ago, stated: 
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The investment banking industry has a big 
job before it, with the demands on resources 
of the banking and monetary system becom- 
ing rapidly heavier. The flow of individual 
savings into savings banks and insurance 
companies is smaller than it has been, due to 
purchases of cars, homes, appliances, etc. 
While investment institutions will continue 
to play a great part in financing the large 
constructive program, it is apparent that the 
market will have to be broadened if the 
volume and type of securities issued are to 
be placed. 


Marcus Nadler, in a talk before the 
American Management Association on 
January 15th, saw danger signals ahead: 


The past few months have witnessed a 
rather serious break in prices of government 
obligations, high-grade state and municipal 
bonds. This in turn has created some un- 
certainty in the money and capital markets 
and underwriters of securities may not be 
so willing to bid so recklessly for securities 
as they have been in the past. This, too, 
means that many corporations will not be 
able to obtain capital as easily as before. The 
increase in money rates and the uncertainty 
prevailing in the bond market will undoubt- 
edly make it more difficult for states and mu- 
nicipalities to borrow in the open market, 
and this will delay the starting of public 
works, 

It may therefore be expected that some- 
time during 1948 a reduction in capital 
expenditures will take place. Should this co- 
incide with a decline in construction it could 
have a serious effect on business activity. 


W. VALENTINE, economist of Hal- 

e sey, Stuart & Co., in his talk be- 

fore the association, suggested the fol- 

lowing changes in Federal income tax 

statutes in order to make a larger supply 
of capital funds available: 


1. Liberalization of the law with 
respect to losses, in order to equalize 
the tax burden on risk-taking capital. 

2. A more realistic application of 
depreciation and obsolescence account- 
ing. 

3. Lower corporation and individual 
surtax rates, at least in so far as they 
apply to savings and the return on ven- 
ture capital. 

4. Elimination of double taxation of 
corporate income. 

5. Liberalization in application of 
the penalty provisions of the income 
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tax law relating to undistributed 
profits. 

6. Revision of the treatment of 
capital gains and losses. 


Mr. Valentine pointed out that in re- 
cent years the underwriting and distribu- 
tion machinery of Wall Street has 
deteriorated, because of the ease with 
which corporate issues have been chan- 
neled into institutional hands. “As a 
consequence,” he said, “this machinery 
today is not equipped to do the type of 
personal solicitation and wide investor 
coverage which will be necessary to re- 
open this source of capital funds. If fur- 
ther expansion of bank credit is kept un- 
der restrictive control, however, it may 
become necessary to reopen the individual 
investor market. It can be done, but it 
should be recognized that to do this will 
require time to recruit and train addi- 
tional personnel in investment banking 
and that the cost of funds obtained from 
this source will of necessity be substan- 
tially higher than the level which has 
prevailed in recent years on funds ob- 
tainable fron institutional sources. 
Yields to investors will have to be suffi- 
cient to induce savings and the making 
of funds available in the market.” 


ANS A. WIDENMANN, partner of 
Carl M. Loeb, Rhoades & Conm- 
pany, in his talk before the Management 
Association, pointed out that equity 
financing is handicapped not only by tax 
inroads on savings, but also by the tax 
on dividends which reduces by 30 to 40 
per cent the incentive to save funds for 
purchase of dividend-paying equities. 
The capital gains tax has introduced dis- 
tortions into the stock market, such as 
liquidating in an already depressed mar- 
ket to establish a tax loss, or refraining 
from selling because holdings are not six 
months old. Other arbitrary factors 
which have impaired market liquidity 
and interest are: (1) The severe margin 
rules enforced against the security mar- 
kets by the Federal Reserve Board. 
(2) The restrictive provisions of the Se- 
curities and Exchange Act which (a) 
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prevent corporation officials from trad- 
ing in their own stock, and (b) prevent 
extension of credit on new issues for a 
year, even on unsolicited brokerage 
transactions of firms which participated 
in original offerings. (3) The provision 
of the Internal Revenue code which aims 
to prevent undue accumulation of sur- 
plus “beyond the reasonable need of 
business.” (4) Treasury regulations 
governing depreciation charges which 
should be liberalized to permit additional 
capital raising from this source, 

Thus far, Mr. Widenmann stated, 
nothing has been done by the govern- 
ment to promote equity financing: 


The Federal Reserve has not even receded 
in such minor matters as permitting switches 
in restricted margin accounts, a ban for 
which there is not even a theoretical excuse. 

“The Treasury has consistently taken the 
position that there shall be no tax reduction, 
and that, after our foreign commitments 
have been taken care of, any surplus shall 
be applied to tax reduction, without any 
thought whatsoever of the requirements of 
our capital markets—which at this juncture 
are paradoxically much more important to 
the economy than the reduction of debt. 
Moreover, the latter operation—paying off 
of debt by applying the Treasury’s cash sur- 
plus this quarter—if not handled very astute- 
ly by the money managers may have very 
deleterious effects on the amount of new 
money which the capital markets will be able 
to produce this year. The truth of the mat- 
ter is that the equity market is not a spigot 
which can be turned off and on at will. It 
will take time and thought to restore it. 


HE government has now definitely 

departed from the “easy money” 
policy which was a cardinal part of the 
New Deal philosophy, and has recently 
resorted to three steps to restrict bank 
credit—a rise in the rediscount rate, an 
increase in bank reserve requirements, 
and lowering of the support level for 
government bonds. It has been necessary 
recently for Washington to buy back 
nearly $4,000,000,000 of government 
bonds, almost twice the amount sold by 
the government early last year when 
prices were being held down. Secretary 
Snyder has stated, however, that gov- 
ernment bonds will not be allowed to go 
below par. Thus, for the present at 
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least, institutions can continue to cash 
in their governments and use the pro- 
ceeds to supply corporate needs. But if 
this trend continues it will mean that the 
Federal government is indirectly financ- 
ing part of our private construction 
program—and this cannot continue in- 
definitely. 

It is to be hoped that President Tru- 
man’s decision not to reappoint Mr. 
Eccles as chairman of the Federal Re- 
serve Board may reflect an intention to 
modify some of the restrictions which 
now retard equity financing — and not 
merely to end the so-called Eccles- 
Snyder “feud.” 


me 
Extent of Competitive Bidding 


Requirements 


UE to the trials and tribulations 

which the utilities and investment 
bankers have recently encountered in 
connection with competitive bidding, 
there is considerable interest in the ques- 
tion as to how many state commissions 
require this method of selling new is- 
sues. The SEC as a general rule requires 
competitive bidding, but makes occa- 
sional exceptions— which have been 
more numerous in recent months, 

The Investment Bankers Association 
of America has recently sent letters to 
all the state commissions requesting 
answers to these questions: 


a. Does your commission require 
competitive bidding on securities is- 
sued by public utilities? 

b. If the answer is in the negative, 
does your commission have authority, 
either specific or incidental to its gen- 
eral powers, to require competitive 
bidding? 


The information received in reply to 
these questions was summarized in IBA 
Bulletin No. 1-48, copies of which are 
available at the IBA Washington office 
(1625 K street, N. W.). For con- 
venient reference, we show in the accom- 
panying table a complete list of states, 
with the answers in tabulated form. For 
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COMPETITIVE BIDDING REQUIREMENTS BY STATE COMMISSIONS 
Not Required 


Commission Has Authority, 
Required No HasNo_ But Does Not 
Commission Authority Require 
x 


California 
Colorado 
Connecticut 
Delaware 


Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 

New Hampshire ........++-+++: none 
New Jersey .... 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 


Virginia x 
Washington x 
West Virginia 
Wisconsin a 
x (j) 
(a) The commission reserves the right to exempt “upon due showing.” (b) Occasionally 
required, depending on evidence presented; on October 3, 1947, Indianapolis Power & Light 
was required to sell an issue of common stock at competitive bidding but was permitted to 
negotiate sale of preferred stock. (c) State law requires that proposals for sale of bonds must 
be “advertised,” but the company may reject all bids and sell to an individual. Otherwise there 
is no fixed rule. (d) Required in great majority of cases, but private sales are permitted, 
(e) Required in most instances. (f) Power to require competitive bids “exercised in numerous 
proceedings where . . . in the public interest.” (g) “No standard requirement,” but can be en- 
forced “where deemed desirable.” (h) Required only in very rare cases. (i) Exemptions grant 
ed when warranted. (j) Uncertain as to power or policy under. recently enacted statute. 
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a more detailed version the bulletin itself 
should be consulted. 

Holding company subsidiaries come 
under SEC jurisdiction, and certain op- 
erating companies (where operations are 
in more than one state, etc.) are under 
FPC regulation. This probably means 
that about one-quarter or more of all 
operating companies are under Federal 
requirements for competitive bidding, 
except where companies can make con- 
vincing arguments and gain exemptions. 
While only eight states require competi- 
tive bidding as a more or less fixed 
policy (see table and footnotes), these 
states include some of the largest. Based 
on kilowatt-hour generation in these 
states, they comprise about 40 per cent of 
the utility business of the country. 

While it is difficult to make any exact 
estimate (particularly in view of occa- 
sional exemptions granted by commis- 
sions in these eight states), it appears 
that competitive bidding is generally re- 
quired for some 60 per cent of the elec- 
tric light and power industry. Of course 
certain utilities may in some cases volun- 
tarily use competitive bidding, though 
under no compulsion to do so. 


November Earnings Reports 


HE FPC monthly earnings state- 

ments for the electric and natural 
gas industries have currently become 
available. For electric companies the 
month of November was moderately un- 
favorable, with net income down 6.3 per 
cent; but for the twelve months ended 
November 30th net was down only 2.2 
per cent. Output and revenues for No- 
vember showed about the same rate of 
gain as in October; average kilowatt- 
hour receipts remained slightly above 
last year’s figure due to fuel adjustment 
clauses. Fuel costs made a better show- 
ing than in October, possibly due to eas- 
ing of drought conditions (except in 
California). 
were able to pare all three major expense 
items—fuel, wages, and miscellaneous 
expenses—as compared with October; 
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The electric companies - 


though these gains were partially offset 
by higher taxes and depreciation, 

Net electric operating revenues for 
November showed a gain over last year 
of 5.6 per cent, and income deductions 
were practically the same as last year (a 
slight increase in interest charges being 
offset by smaller amortization). But the 
great difficulty was with “other utility 
operating income,” down 67.7 per cent, 
and “other income,” down 56.4 per cent; 
had these two items been the same as last 
year net income would have shown a 
gain of nearly 3 per cent. 

Turning to the natural gas statement, 
we find a gain in net income of 9.2 per 
cent for November, and 13.5 per cent for 
the 12-month period. Wages were up 
16 per cent for the month compared with 
14 per cent for the electric companies, 
but the amount was much smaller in re- 
lation to gross. The gain in revenues for 
the month (13.2 per cent) was almost the 
same as for the electric companies, as was 
also the increase in net from operations 
(4.4 per cent). The wide disparity in 
the final net income trend was traceable 
to the miscellaneous income items, which 
were so adverse for the electric com- 
panies due to their having to carry un- 
profitable manufactured gas and transit 
operations. The natural gas companies, 
on the other hand, enjoyed a very sub- 
stantial gain in their miscellaneous in- 
come, and a large drop in miscellaneous 
income deductions. 

Obviously, it is the irregularities in 
these small items which make the fore- 
casting of net income trends a hazardous 
job, and the month of December with its 
possible year-end tax adjustments may 
prove worse than November in this 
respect. 


” 


Wall Street View of the 
Natural Gas Industry 


K‘ Vooruis & Co. has prepared a 
12-page “Review of the Natural 
Gas Industry and the Present Position 
of Some of the Representative Equities,” 
Discussing the industry background, the 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
1/26/48 
Price Yield Earned 
Natural Gas Cos.—Retail 
Arkansas Natural Gas = $0.39-d 
Atlanta Gas Light ($1.20) 2.01-s 
Columbia G. & E. (75¢) 1.36-s 
Consol, Gas Util. (50¢) 1.13-jy 
Consol. Natural Gas ($2) 4.49-s 
Houston Natural Gas (67¢) 1.19-j 
Indiana Gas & Water ($1) 1.46-n 
Kansas-Neb. Nat. Gas (85¢) 2.34-m 
Lone Star Gas ($1) 1.72-s 
Mission Oil ($2.10) 2.92-d 
Mobile Gas Service ($1.50) 2.54-s 
Montana-Dakota Util. (80¢) 1.27-d 
National Fuel Gas (80¢) 88-d 
Okla. Natural Gas ($2) 3.50-n 
Pacific Lighting ($3) 4.39-s 
Pacific Pub, Ser. (80¢ 1.91-d 
Rio Grande Valley Gas (5¢) .15-d 
Rockland Gas ($1.70) 3.30-d 
Southern Union Gas (70¢) 1.15-j 
Southwest Nat. Gas (20¢) .29-§ 
Texas Public Service ($1.20 and stk.) .... 2.24-n 
United Gas ($1) 1.41-s 
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Averages 


Mixed Gas—Retail 

S_ Laclede Gas Light (20¢) . $0.73-s 
i ee cnweeienieeee nee 1.03-s 
National Gas & Elec. (60¢) .. 9 . 1.24-d 
Peoples Gas L. & C. ($5) 88 : 10.06-d 
Washington Gas Lt. ($1.50) : 1.45-n 


Averages 


Natural Gas—Wholesale & Pipe Line 
El Paso Nat. Gas ($2.40) 
Interstate Nat. Gas ($1.75) 
Memphis Nat. Gas (25¢) 
Missouri-Kansas P. L. ($1) 
Northern Nat. Gas ($2) 
Panhandle Eastern P. L. ($3) 
Southern Nat. Gas ($1.50) 
Southern Production 

Tenn, Gas & Trans. ($1.40) 
TE 06040 6 o000.0050508de0< 
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$4.65-n 
1.70-d 
80-0 
1.03-d 
3.43-s 
4.35-s 
2.52-s 
.30-ap 
2.31-s 
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Mfd. Gas Cos.—Retail 

O Birmingham Gas (60¢) 
Bridgeport Gas ($1.40) 
Brockton Gas Lt. ($1) 
Brooklyn Union Gas 
Hartford Gas ($2) 
Haverhill Gas Lt. ($1.60) 
Jacksonville Gas ($1) 


o00M0N 


Def.—Deficit. wd—When distributed. C—Curb Exchange. O—Over-counter or out-of-town 
exchange. S—N. Y. Stock Exchange. d—Dec., 1946. ap—April, 1947. m—May. j—June. jy— 
July. s—Sept. o—Oct, n—Nov. 
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FINANCIAL NEWS AND COMMENT 


report states that of estimated national 
reserves Of 160 trillion cubic feet, about 
88 per cent are located in the Mid-Con- 
tinent and Gulf coast areas, 7 per cent on 
the West coast, and 5 per cent in the 
Appalachian and other areas. Reserves 
have an estimated life about thirty-three 
years—about the same as was estimated 
in 1935, when reserves were gauged at 
62 trillion and marketed production was 
1.9 trillion. 

In 1934-46 sales increased 121 per 
cent, sales per customer 57 per cent, rev- 
enues 97 per cent, and revenues per cus- 
tomer 40 per cent. Construction ex- 
penditures during the decade 1935-44 
totaled $638,000,000 (1944 amounting to 
$140,000,000). The magnitude of the 
present construction program is indi- 
cated by a compilation for 14 large com- 
panies, which totals nearly a billion dol- 
lars ; the largest items were $182,000,000 
for Texas Eastern Transmission and 
$150,000,000 each for Tennessee Gas 
and Transcontinental Gas Pipeline. As 
of June 30, 1947, the FPC had before it 
applications for the laying of over 14,000 
miles of pipe line. (At present there are 
about 100,000 miles of transmission 
lines and 118,000 miles of gathering 
lines.) While the figures are now some- 
what out of date, the relative heating 
costs for different fuels as of May, 1947, 
may be of interest: 

Domestic Industrial 

Natural Gas $ .61 $ .20 

Manufactured Gas. 1.76 1.01 

Coal—Anthracite . 61 43 

Coal— Bituminous 40 .20 

Oil 57 33 


EGARDING the extension of pipe lines 
from Texas to New York and New 
England, Consolidated Edison has testi- 
fied that it is prepared to use 100,000,000 
cubic feet of natural gas a day, which 
would enable it to discontinue consump- 
tion of about 4,000,000 barrels of oil an- 
nually, used in the manufacture of gas; 
present capacity is 245,000,000. Brook- 
lyn Union Gas has indicated that intro- 
duction of natural gas would permit 
elimination of a $25,000,000 expansion 
program for enlarging’ manufactured 


gas facilities (which are insufficient to 
meet demands). New England Gas & 
Electric has declared that industry in its 
territory is handicapped by high manu- 
factured gas costs. Tennessee Gas pro- 
poses to bring 100,000,000 cubic feet a 
day through Albany to a terminus near 
Boston, but this may prove insufficient. 

Regarding regulation of pipe lines, the 
FPC has fixed the rate of return at 6 per 
cent for seasoned enterprises and 63 per 
cent for other companies (in relation to 
depreciated rate base plus working 
capital). Kalb, Voorhis points out that 
since many pipe-line companies appar- 
ently face a long period of expansion, 
constant additions to plant account 
should more than offset annual deprecia- 
tion of property (which otherwise would 
tend to lower the rate base and the al- 
lowable earnings). Were the companies 
to retire junior as well as senior securi- 
ties, the per share profits might be sta- 
bilized at a high level. 

The study points out that wage costs 
for the natural gas industry are only 
about 12 per cent of operating revenues, 
compared with more than 20 per cent for 
the average electric power company, 55- 
60 per cent for American Telephone and 
Telegraph, and 65-70 per cent for West- 
ern Union. 


PP of natural gas extend over a 
wide range, depending on the size of 
reserves, local supply and demand, the 
distance transported, etc. Two companies 
might deliver gas to the same area at a 
wide difference in selling prices. Thus, 
well-head gas prices may range from 4 
cents per MCF in Mid-Continent and Gulf 
coast fields to 19 cents per MCF in the 
fast-depleting Appalachian area. Prices 
for delivery to customers at wholesale 
may vary roughly from 12 cents to 30 
cents per mcr. A careful study of pur- 
chase and sales contracts is advisable in 
appraising any individual company. 

The study classifies the natural gas 
companies as between transmission, 
production - transmission, production 
only, distribution only, and integrated 
companies. 
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What Others Think 


Report for 1947——Bonneville 
Power Administration 


N the tenth anniversary of the 

Bonneville Power Administration, 
there has been submitted to the Secre- 
tary of the Interior by Administrator 
Paul J. Raver, a report of the Columbia 
river power system for the year 1947. 

The first half of the report, some 27 
pages, consists of text, pictures, and 
charts relating to revenues, operations, 
energy production and deliveries, trans- 
mission system, repayment of. Federal 
investment, review of policies, and re- 
gional power supply. The remaining 
pages are devoted to the auditor’s report, 
including 15 schedules setting forth var- 
ious financial statements. 

A 44-page letter of transmittal pre- 
cedes the report in which Administrator 
Raver refers to certain BPA policies and 
operation phases. Referring to the Fed- 
eral investment in the project, he states 
that 


Repayment of the Federal investment con- 
tinued on schedule for the Bonneville dam 
project and was ahead of schedule for the 
Bonneville Power Administration’s trans- 
mission system and the Columbia basin proj- 
ect. All receipts were returned to the Treas- 
ury of the United States and have been ap- 
plied on the books of the Treasury toward 
the repayment of the projects. With re- 
spect to this latter procedure, it has been 
found that the public generally is unaware 
that the administration is not permitted to 
use its revenues for operations, maintenance, 
and construction but must go to the Con- 
gress for annual appropriations for these 
purposes. The erroneous impression that re- 
quests for annual allotments from the Con- 
gress are for use in addition to revenues 
should be corrected whenever and wherever 
encountered. 

Furthermore, it should be reémphasized 
that the Federal government is receiving in- 
terest on its investment in the Columbia 
river projects which to June 30, 1947, totaled 
$33,411,848, consisting of $31,859,154 com- 
puted at 24 per cent per annum in the cost 
accounts plus $1,552,694, representing an ad- 


ditional one-half of one per cent paid on the 
power portion of the Grand Coulee dam by 
agreement with the Bureau of Reclamation. 
It should also be pointed out that at the 
same time power revenues are repaying the 
power costs of the projects. In addition these 
revenues are providing for the repayment 
of the irrigation phases of the Columbia 
basin development not provided for by pay- 
ments from the farmers who will benefit 
aan the reclamation of 1,000,000 acres of 
land. 


HE continuing annual surpluses in 

BPA’s fiscal operations, the admin- 
istrator declared, “substantiate the 
soundness of the administration’s basic 
wholesale power rate of $17.50 per kilo- 
watt year.” He then added this com- 
ment: “However, the administration 
recognizes that some adjustment may be- 
come necessary in the future if high con- 
struction costs continue to prevail during 
new phases of the Columbia river devel- 
opment.” 

This Bonneville wholesale rate, having 
been the subject of some controversy, the 
further comment which the administra- 
tor makes regarding it is of interest. He 
stated : 


With respect to the present $17.50 rate it 
might be well again to point out that, while 
its structure does not include taxes, it does 
include costs which are not included in an 
ordinary private utility operation. These 
costs include the repayment of approximate- 
ly $324,000,000, based on current cost esti- 
mates, of irrigation construction costs that 
cannot be repaid by the farmers and the re- 
payment of several millions of dollars of 
operating expenses allocable to irrigation but 
to be returned from power revenues. These 
costs, averaging more than $3,000,000 per 
year, are in fact a contribution from power 
revenues in lieu of taxes to pay for irrigation 
works that would otherwise either be paid 
hae by the general taxpayer or would not be 

uilt. 

Furthermore, the $17.50 rate is a whole- 
sale rate whereas taxes paid by utility com- 
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panies are collected by them through resale 
rates. The administration’s retail distribu- 
tors, both public and privately owned, pay 
large amounts of taxes collected by them 
in resale rates. If, in addition to the subsidy 
to irrigation development, the $17.50 rate had 
to bear a tax charge, the private and public 
power distributors of Bonneville-Grand Cou- 
lee power would simply have to pass this 
tax on to consumers in the form of higher 
resale rates. Similarly, new industrial cus- 
tomers purchasing power directly from 
Bonneville Power Administration at the 
$17.50 per kilowatt-year rate pay taxes on 
the new industrial plants created in the area 
and on the new output of products manufac- 
tured in the region. 


N his discussion of the year’s opera- 

tions, and especially the power supply 
problem in the Pacific Northwest, the 
BPA Administrator made this observa- 
tion: 

While the Federal government, through 
Congress, has recognized its responsibility 
to the region to provide a continuing expan- 
sion of the area’s energy base by construc- 
tion of self-liquidating multiple-purpose 
projects not feasible of private capital de- 
velopment, the utilities of the region also 
have a similar responsibility to expand their 
facilities up to the limit of their resources. 


Further along in his letter, the admin- 
istrator tells of the recently executed one- 
year contracts with five major private 
utility companies of the region for the 
delivery of 335,000 kilowatts of Bonne- 
ville-Grand Coulee power. The com- 
panies included Pacific Power & Light 
Company, Washington Water Power 
Company, Portland General Electric 
Company, Puget Sound Power & Light 
Company, and Mountain States Power 
Company. 

Regarding the administration’s poli- 
cies on the sale of power to private 
utilities, he stated: 

... Although the companies desired long-term 

agreements, the acute power supply situation 

precluded such a course since such contracts 
would have committed for a considerable pe- 
riod a large block of power to which public 
agencies, already hard pressed for supplies, 
have preference under provisions of the 

Bonneville Project Act. In this connection 

it should be pointed out that until January, 

1942, the administration was under congres- 

sional mandate to reserve 50 per cent of its 

power for public agencies and after that date 
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still was required to give preference and 
priority to public agencies at all times. 

However, the private utilities of the re- 
gion have always received a large share of 
the power from the Columbia river plants. 
In fact, during the 10-year period they re- 
ceived more than twice the amount of power 
taken by the publicly owned groups, The 
preference and priority rights of the public 
agencies were fully protected during this 
period, however, since the administration 
only provided power to the private utilities 
on a short-term basis. At no time were the 
needs of either public or private agencies not 
satished. 


Another paragraph in the letter, touch- 
ing further upon the position of the 
private utilities in that neighborhood, 
will doubtless attract comment. It 
stated that 

_ Despite short-term contracts all of the ma- 
jor private utility companies of the region 
have been able to reorganize their financial 
structures and refinance at substantial reduc- 
tions in interest charges. The benefits of the 
government development to the people of the 
region have been reflected also in substan- 
tial reductions in rates of distributors of 
Bonneville power, both publicly and private- 
ly owned; in the broadening of the use of 
power in industrial, commercial, and agricul- 
tural pursuit; and in the increased taxable 
wealth and new job opportunities created by 
the electrical energy base installed and mar- 
keted by the Federal agencies. 


HE pages of the report itself pre- 

sent interesting data, in text and 
numerous tables and charts referring to 
BPA operations. In the section devoted 
to regional power supply, the various 
angles of the situation are gone into at 
considerable length — especially in set- 
ting forth the proposed plans in view for 
meeting power demands, 

In reading this annual report of the 
Bonneville Power Administration, one 
gets a comprehensive idea of the philoso- 
phy which is the motivating force in set- 
ting up the policies for the conduct of 
these Federal power projects. This gov- 
ernment agency, though not an “author- 
ity” in name, has assumed a position of 
prominence in the affairs of the Pacific 
Northwest because of its dominance in 
the power field. This applies not only to 
the electric utility picture, but BPA 
activities enter, either directly or indi- 
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rectly, into many and various business 
and economic matters in that region. 
The closing part of this report—River 
Development a National Asset—dwells 
especially on the benefits to “the nation 
as a Whole” which are said to result from 
“federally generated power on the 
Columbia river.” The report stated that 


Indirect effects on employment, income, 
wealth, and taxes are very much larger than 
the direct effects, and the nation as a whole 
has benefited. For example, Permanente 
Metals’ rolling mill at Spokane, Washing- 
ton, is selling plate, sheet, and circles to more 
than 600 fabricators located throughout the 
nation. These fabricators manufacture some 
2,000 products and employ 350,000 workers 
whose wages depend on the continued sup- 
ply of this aluminum. Reynolds Metals’ alu- 
minum reduction plant at Troutdale, Oregon, 
employs about 800 workers; whereas the 
company’s rolling mill at Chicago which 
fabricates some of the ingot from Troutdale 
employs over 2,500 workers. The Aluminum 
Company of America is building a $20,000,- 
000 rolling mill at Davenport, lowa, where 
several thousand workers will be employed. 
This company makes aluminum pig at Van- 
couver, Washington, for its eastern . . . mills. 


In addition to these large plants which are 
at least in part dependent on aluminum pro- 
duced with Columbia river power, there are 
many small plants which have recently 
sprung up across the country. Many of these 
plants in the East, Midwest, and South, and 
many of the 85 new aluminum fabricators 
in Oregon and Washington, could not have 
been established without the large Pacific 
Northwest producting facilities which de- 
pend on federally generated power from the 
Columbia river. 


s a textbook upon salient phases of 
the operating policies and practices 

of one of the Federal government’s prin- 
cipal river basin development projects, 
this 1947 report of the Bonneville Power 
Administration is well worth study. The 
information set forth on the handling of 


power matters is especially illuminating 


of the methods in vogue in the promotion 


of these public power installations, 


The report may be obtained from the 
agency itself, Portland, Oregon, or from 
the office of the Secretary of the Interior, 
Washington, D. C. 





Mrs. Roosevelt: 


“Go Slow on Nationalization” 


RS. ELEANOR ROoosEVELT, in her familiar column “My 
Day,” copyrighted by United Features, has presented the 

views of a labor leader on the need for nationalization of the 
railroads. This was promised in her earlier column, reviewed in 
the December 18th issue of the FortNiIGHTLY. In brief, the 
arguments advanced in favor of government ownership of 


railroads are as follows: 


1. Free enterprise gives birth to powerful monopolies; 
these are not effectively regulated by government. 

2. Ineffectual supervision and policing of rates, service, 
etc., by the Interstate Commerce Commission. 

3. Class I railroad earnings demanded on a higher valuation 


than the actual par value of railroad stocks and bonds. (Ad- 
mittedly controversial, Mrs. Roosevelt says, since the valua- 
tion methods are controversial.). 

4. Nationalized railroads would operate more efficiently, 
therefore more economically, through methods not at the dis- 
posal of present divided management and multiple ownership 
— (Interesting, when compared with point number 
one. 

Q.E.D. Government ownership is the only “final and com- 
plete answer” to the problem, 
Mrs. Roosevelt, in mild disagreement: 


“our country is still 
young and is so big that it would be well to move slowly and 
to make any changes only after careful consideration.” 
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The March of 
Events 


In General 


St. Lawrence Debate Renewed 


oe debate on the St. Lawrence 
seaway and power project was 
touched off in the Senate on January 26th 
by a letter from President Truman 
“strongly recommending that Congress 
approve the St. Lawrence proposal.” 
The President outlined his views in 
identical letters to Senator Vandenberg, 
Republican of Michigan, and Speaker 
Martin, Republican of Massachusetts. 
He asked for the support of both 
parties for “this legislation of outstand- 


ing importance,” declaring it important 
to national defense as well as to industry 
and navigation. 

“It would strengthen and expand our 
industry, our agriculture, our domestic 
commerce, and our foreign trade,” the 
President said. 

He declared that the project not only 
would take ocean transportation to the 
most highly industrialized area of North 
America but at the same time would de- 
velop the largest potential hydroelectric 
power site in the nation. 


California 


Aerial Patrol of Transmission 
Lines 


F ggcewes and the power industry are 
teaming up in northern and central 
California in the interests of public serv- 
ice. Aerial patrol of power transmission 
lines by helicopter, reported as highly suc- 
cessful in recent trials, is being inaugu- 
rated to modernize and accelerate trouble 
shooting and line maintenance on the 
Pacific Gas and Electric Company sys- 
tem. 

Dunlap D. Smalley, vice president in 
charge of PG&E operations, announced 
recently that his company had entered 
into contracts for emergency and routine 
line patrol with the Helicopter Services 
of California, headquartered at San 
Francisco, and the Armstrong-Flint 
Helicopter Service of San Fernando. 

Smalley said “trial patrols by heli- 
copter have demonstrated that this mod- 
ern method of operation is faster, more 


FEB. 12, 1948 


economical, and more effective than 
patrolling by automobile or on foot.” He 
said the new aerial method of line inspec- 
tion is of particular value in that area be- 
cause PG&E has one of the most far- 
flung hydroelectric systems in existence. 


Higher Fares Ordered 


Fe increases covering most ride 
classifications on both the Los An- 
geles Transit Lines and Pacific Electric 
Company routes in the Los Angeles 
metropolitan area were granted recently 
in a ruling of the state public utilities 
commission. 

The increases would go into effect at a 
date to be set by the companies within 
sixty days after February Ist. 

In the same decision, the utilities com- 
mission ordered both companies to pro- 
vide certain improved services recom- 
mended by state engineers during the 
course of hearings on the fare-price 


252 





THE MARCH OF EVENTS 


boosts over the last several months. 

Included under the new order are the 
following principal charges which car 
riders will have to pay: 

On Los Angeles Transit Lines fares in 
the inner zone, the price of tokens re- 
mains at three for 25 cents. The com- 
pany had asked for rates of four for 35 
cents. 

Between two adjacent outlying zones, 
fares were raised from 10 to 15 cents. 
Between three zones, the new charge will 
be 20 cents instead of the former 15 
cents. Commuters traveling through 
four zones will pay a new fare of 25 
cents as compared with the former 20 
cents, 

The standard weekly pass will be sold 


“at $1.50 instead of $1.25, and will be 


good only in the inner zone. All other 
passes are to be abolished. 

All principal requests for increased 
fares made by the Pacific Electric Com- 
pany were granted, with odd-cent fares 
raised to the next highest multiple of 5 
cents. Thus, it was explained, existing 
6-cent local fares became 10 cents and the 
17-cent charge to Glendale or South 
Pasadena would be increased to 20 cents. 

Under the order, Pacific Electric will 
abolish all 10-ride passes, but retain the 
30-ride commutation books. Inside the 
20-cent zone, fares were raised for 30- 
ride books from $4.15 to $5.40, with the 
40-ride school ticket books now priced 
at $4.80. 


Connecticut 


Court Upholds Utility Tax 


HE supreme court of errors ruled 
last month that public utility com- 
panies and the dealers which furnish 
them supplies are subject to the sales 
and use tax. Chief Justice William M. 
Maltbie wrote the opinion, from which 
Justice Newell Jennings dissented in 
art. 
: The court majority said the Connecti- 
cut Light & Power Company and the 
Southern New England Telephone Com- 
pany must pay the use tax on materials 
purchased and used by them in serving 
their customers. It said M. J. Daly & 
Sons, Inc., of Waterbury must pay the 
sales tax on tangible personal property 
sold at retail to the utility companies. 
No constitutional question was raised 
in the cases. The telephone company 
claimed it was exempt under § 1321 of 
the General Statutes, which provides that 


a tax on gross earnings shall be “in lieu 
of all other taxation” in this state. 

The power company relied on § 1325 
of the General Statutes, which the court 
found is more limited in its scope than 
§ 1321. Section 1325 provides that the 
tax on gross earnings of power com- 
panies shall be “in lieu of all” license, 
corporate excess, income, and other 
taxes which otherwise would be laid on 
moneys and credits, including accounts 
and bills receivable. 

Following announcement of the court’s 
decision, Charles L. Campbell, president 
of Connecticut Light & Power, said that 
the company would support measures at 
the special general assembly session this 
month which may ease the tax burden on 
public utilities. Mr. Campbell said that 
unless legislative action is taken the court 
decision will mean higher rates, “unless 
we can obtain an increased volume of 
business to absorb it.” 


Michigan 


May Reform Transit Body 
A™ to reactivate the rapid transit 
commission by adding two new 
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members to the present 3-man Detroit 
Street Railway Commission has been an- 
nounced by Mayor Van Antwerp. The 
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5-man body would have authority over 
all city-owned transportation. 

Under the plan, the present commis- 
sioners would retain control of the DSR 
and the two new members would co- 
Ordinate future rapid transit plans with 
present facilities. 


* 


The mayor said he favored the plan, 
prepared by Samuel M. Dean, president 
of the DSR commission. 

The city charter provides for a 5-mem- 
ber rapid transit commission, members to 
serve 5-year terms each at the appoint- 
ment of the mayor. 


Mississippi 


Conservation Measure 
Introduced 


FAR-REACHING oil and gas conserva- 

tion law which would set up a 

permanent board with a supervisor to 

enforce regulations of the act was intro- 

duced in both houses of the state legisla- 

ture as the lawmakers reconvened last 
month, 

The expected oil and gas conservation 
proposal, introduced in the senate by 
Senator Lawrence Adams, Natchez, and 
in the house by Representatives Gerald 
Adams, Kemper county, and Walter 
Bridgforth, Yazoo county, would replace 
the present conservation laws which pre- 
date the discovery of oil in the state and 
which are administered by an ex officio 
board. 

Designed to prevent waste of crude 
oil, natural gas, and associated products, 
the measure also purports to “protect the 
vested coequal and correlative rights of 
owners of crude oil and natural gas.” 

The state oil and gas board which is 
called for under the bill would consist of 
three members, to be appointed by the 
governor on a full-time basis. 


¥ 


Town May Operate Own Plants 


ey municipal power and water 
plants now leased to the Mississippi 
Power & Light Company may be taken 
over and operated by the town of Hazel- 
hurst if the voters approve a proposed 
bond issue of $400,000, 

The board of aldermen has been asked 
by citizens to call a special election for a 
$400,000 bond issue so the water and 
sewer systems can be extended to take 
care of additional requirements of the 
town. 

Henry A. Mentz, engineer, was em- 
ployed some months ago to make a study 
of the water and light plant system, with 
a view of recommending whether it 
would be profitable for the city to take 
over the plants for operation. 

He stated that the proposed bond issue 
could be met by revenues with no tax 
being assessed against real and personal 
property in the town. The city now has 
a water rate of $1.50 per month for 7,500 
gallons of water. 

A spirited campaign for and against 
the proposed bonds was said to be in pros- 
pect. 


Missouri 


Commission’s Jurisdiction 
Challenged 


HEARING on authority of the state 
public service commission to regu- 
late rates and service of interstate nat- 
ural gas pipe lines, as to direct sales of 
gas to industrial users, was continued on 
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January 26th after the commission’s 
jurisdiction was challenged by the Mis- 
sissippi River Fuel Corporation. 
Counsel for Mississippi River Fuel, 
which operates a gas pipe line from Mon- 
roe, Louisiana, to St. Louis, filed a mo- 
tion to dismiss the proceeding, on the 
ground the commission was without 
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jurisdiction. The commission granted 
counsel at least thirty days in which to 
' file briefs, after an agreed statement of 
facts was prepared. 

Two companion cases, involving con- 
trol of such rates and service of the 
Cities Service Gas Company, which 


serves points in western Missouri, and 
the Panhandle Eastern Pipe Line Com- 
pany, whose line crosses the state from a 
point near Kansas City to a point near 
Louisiana, Missouri, also were continued, 
pending disposition of the Mississippi 
River Fuel] Corporation Case. 


New Jersey 


Utility Study Pushed 


(= Driscoll was reported re- 
cently to be prepared to discuss 
with the state public utilities commis- 
sioners the feasibility of putting utility 
electric wires underground. The gover- 
nor disclosed his plans for the program 
after he received from the commission 
reports of four utility companies on their 
troubles in the recent ice storm. Driscoll 
said he was interested in a long-range 
program which could be undertaken a 
little at a time. 

The reports of the state’s four major 


utility companies—Public Service Elec- 
tric & Gas, Jersey Central Power & 
Light Company, New Jersey Power & 
Light Company, and the Atlantic City 
Power & Light Company—were for- 
warded to the governor by the commis- 
sion without comment. 

The four companies estimated that it 
would cost a total of $1,449,290,000 to 
put all of their pole-strung wires under- 
ground. They said, in effect, that the 
program was economically impossible 
but feasible from an engineering stand- 
point. 


North Carolina 


Gas Rate Increase Sought 


‘Lo cost of gas in Raleigh and eight 
other North Carolina communities, 
already boosted once in the past few 
weeks, on January 24th was heading to 
possibly still higher levels. 

The Public Service Company of 
North Carolina, Inc., of Gastonia, opera- 
tor of gas mains in Raleigh, Gastonia, 
Durham, Asheville, Concord, Dallas, 
Kannapolis, Statesville, and Chapel Hill, 
appealed to the state utilities commission 
for a 10-cent increase in its basic rate, 


badly needed, the company claimed, to 
meet increased cost of labor and ma- 
terials. 

The appeal was scheduled to be heard 
on February 10th, 

The gas utility on December 31st 
raised its charges on the basis of its pres- 
ent rate by 23 cents per thousand cubic 
feet. The 23-cent increase, imposed 
under a “fuel clause” which allows 
fluctuations to meet changing fuel costs, 
was independent of the proposed change 
in rates. 


Ohio 


Nonessential Gas Users Asked to 
Close 

. e- Ohio Fuel Gas Company, serv- 

ing half of Ohio, on January 26th 
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asked gas-heated theaters, halls, recrea- 
tion and drinking establishments, and 
schools and churches to close for the 
duration of the Midwest’s recent cold 
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wave, which brought subzero tempera- 
tures. In an effort to relieve overtaxed 
gas production and transmission facili- 
ties, the company urged operators of 
such places to keep only enough heat in 
their furnaces to prevent freezing of 
water pipes. 

The company already had exhausted 


its auxiliary propane gas supply at its 
Mount Sterling plant and expected to 
use up the propane supply at its Perrys- 
burg plant. 

The company was delivering no gas to 
factories anywhere in its territory. 
Householders were appealed to to keep 
temperatures no higher than 65. 


South Carolina 


Santee-Cooper Pays State 


HE Santee-Cooper Authority paid 
the state $198,323.73 on January 
20th. The amount represented one-half 
of the state-created public power 
agency’s profits since it began operation, 
according to a statement of the board of 
directors, and is “for the reduction of 
tax burdens upon the people of the state.” 
This was the first money to be turned 
over to the state treasury by Santee- 
Cooper. 
James H. Hammond, authority chair- 
man, and R. M. Jeffries, general counsel 


and general manager for the authority, 
presented the check to Governor J. Strom 
Thurmond and State Treasurer Jeff B. 
Bates. 

Jeffries explained that the Federal 
government required Santee-Cooper to 
establish a $2,000,000 contingency re- 
serve fund and a $1,000,000 interest re- 
serve fund before any payment was 
made to the state. This has been done, 
he announced, adding that the authority 
also paid $90,000 in lieu of taxes last 
year, and had paid one-half the generat- 
ing tax on power it sold to other com- 
panies. 


Utah 


Court Study of Rate Jump 
Asked 


B San: Mountain Fuel Supply Com- 
pany recently petitioned the state 
supreme court to review and set aside a 
state public service commission rate re- 
duction order which would cut company 
earnings by $1,366,000 annually. 

The court issued a writ of certiorari 
against the commission, returnable 
February 11th, requiring the commission 
to turn its records of the case over to the 
court. 


Attached to the company’s petition was 
its request for a rehearing which the 
commission denied. In it, the utility at- 
tacked virtually every finding of the state 
and alleged the proposed rate reduction 
amounted to confiscation of its property. 

The company also asked the court to 
suspend the effective date of rate reduc- 
tions ordered by the commission. a 

The court is required by Utah law to 
give priority consideration to rate case 
appeals from public service commission 
orders. 


Vermont 


Electric Survey Rejected 


Pass A. CHAsE, chairman of the state 
public service commission, recently 
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advised Governor Gibson not to accept a 
plan to survey the Vermont electrical 
energy situation at an estimated cost of 
$38,000 without legislative authority and 
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recommended to the governor that the 
state employ a young electrical engineer 
to “dig out, dust off, and bring up to 
date,” material already compiled on the 
matter, 

Chase rejected the planned survey on 
the basis that expenditure of such a sum 
of money by an administrative depart- 
ment would be an unwarranted usurpa- 
tion of legislative prerogative, and be- 


cause there is no means by which utili- 
ties in Vermont could be compelled to 
adopt any plan evolved by such a survey. 

The survey, which would have been 
conducted by a New York engineering 
firm, was aimed at determining ways to 
correct weaknesses in electrical transmis- 
sion systems in Vermont and to study 
generating capacity, and was originally 
suggested by Chairman Chase. 


Virginia 


Senate Passes Utility Tax Bill 


HE state senate last month passed a 

bill to give the city of Petersburg 
authority to levy a consumer tax on pub- 
lic utilities, 

The Petersburg bill produced the first 
dissenting vote of the present session, 
Richmond’s freshman Senator Frank A. 
Richeson being the dissenter. - The vote 
was 34 to 1. Senator Morton G. Goode, 
of Dinwiddie, sponsored the bill. 

The Richmonder said he would like to 
know what was in the bill before voting 


on it. Senator Garland Gray, of Waver- 
ly, speaking on behalf of the bill, ex- 
plained that it was to amend the Peters- 
burg charter in order that the city might 
levy a consumer tax on water, gas, elec- 
tricity, telephone, and other utilities. 
When the vote was taken, Senator 
Richeson joined all the other senators 
present in voting “aye.” 

Norfolk recently passed an 8 per cent 
tax on public utility bills, to be paid by 
consumers. The tax will raise an esti- 
mated $760,000 a year. 


Washington 


Rate Increase Denied 
5S state department of public utili- 
ties recently denied the request of 
the Puget Sound Power & Light Com- 
pany for higher rates on electricity used 


for heating homes. It sought a rate of 1.8 
cents a kilowatt hour for all power over 
1,200 kilowatt hours a month used for 


-home heating—a rate comparable to that 


charged by Seattle City Light. 


West Virginia 


Rate Increase Requested 


HREE West Virginia utility firms 
have banded together in an effort 
to escape what they termed the “unjust 
and unfair burden” of municipally levied 
gross sales and business taxes, by passing 
them on to the consumer, 
The Appalachian Electric Power Com- 
pany, West Virginia Water Service 
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Company, and United Fuel Gas Com- 
pany filed with the state public service 
commission a petition asking a rate in- 
crease so that a portion of the tax burden 
may be carried by those who use the 
utilities. 

Appalachian declared it paid a total 
of $89,150 in municipal taxes, while West 
Virginia Water Service paid $10,213, and 
United Fuel Gas paid $36,093. 
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Time Limit on Claims by Security Holders 


7 Federal District Court, district 
of Delaware, approved a plan for 
liquidation of Central States Power & 
Light Corporation and Central States 
Utilities Corporation. These are holding 
companies and subsidiaries of Ogden 
Corporation. Central States has liqui- 
dated its assets. 

This plan is the result of a compromise 
arrived at by arm’s-length dealing be- 
tween Ogden and public security holders. 
Objections to allocations between various 
classes of security holders were over- 
ruled with the statement that the findings 
and opinion of the commission were 
adopted by the court. 

The court’s opinion deals mainly with 
objections to a provision which creates 
a cut-off date as to those bondholders 
who fail to claim their distributive shares. 
The objectors relied upon the fact that 
former orders of the court provided for 
deposit, irrevocably, of funds to pay 
Central States’ bonds. 

Although the question has never be- 
fore been litigated, said Judge Leahy, de- 
livering the court opinion, an enforce- 
ment court, under the Holding Company 
Act, has power to approve a plan which 
makes provision for the disposition of 
funds remaining unclaimed after ade- 
quate measures for notice to receive pay- 
ment are made, over a reasonable period 
of time, by both administrative agency 
and court control. 

After stating this general proposition, 
Judge Leahy turned to the question 
whether the provision for deposit ir- 
revocably changed the situation. He 
said that, when earlier orders were en- 
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tered, certain proposals had been con- 
summated and others were to be con- 
summated in the future. If the view 
urged by the objectors were to be adopted, 
then the court had dissipated its power 
to provide for unclaimed funds by using 
the words “irrevocable” and “irrevo- 
cably” in describing deposits. He con- 
tinued : 


As the commission points out an “ir- 
revocable’ deposit” for a particular purpose 
cannot be canceled but this does not mean 
that the deposit is to last forever; especially 
in the light of the dominant purpose to be 
served. . . . Neither management nor the 
commission nor this court regarded the de- 
posits as creating a perpetual trust. The 
claim of Chase is clearly opposed to the 
practical construction of the orders by all 
parties for three years. No one intended the 
Chase Bank should have use of the un- 
claimed money forever. 


Judge Leahy pointed out that Ogden 
may, perhaps, be the recipient of the 
residual assets in the form of unclaimed 
funds, but he thought this was equitable. 
Ogden had given up a prima facie claim 
to $1,000,000 and assumed the expenses 
of dissolution and giving notices. He also 
said: 

A cut-off period of six years and five 
years for the bonds and debentures; provi- 
sion for repeated annual notice by mail and 
publication ; with a reservation that the com- 
mission might require further attempts to 
stimulate dilatory security holders to claim 
that which is theirs, with the condition the 
SEC may apply to the enforcement court for 
approval of specific techniques to carry out 
the desired purpose—all show an appropri- 
ate method of dealing with unclaimed funds. 

Re Central States Power & Light Corp. 
et al. 74 F Supp 300. 
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Original Cost Accounting Prescribed for 
Pennsylvania Water Utilities 


We utilities in the past have been 
required, under Pennsylvania 
regulations, to account for plant and 
facilities on the basis of cost to the pres- 
ent owner. This basis, says the state 
commission, does not disclose one of the 
elements which should be considered in 
determining fair value for rate purposes ; 
namely, original cost. This is defined as 
the cost of the property to the person first 
devoting it to public service. Therefore, 
the commission has now prescribed 
original cost accounting for the larger 
water utilities. 

The commission’s staff first pre- 
pared an accounting system which would 
require water utilities (a) to establish 
original cost as of a given date, and (b) 
to establish and maintain, in conjunction 
therewith, supplemental records as a per- 
petual inventory of existing and future 
property, tied in with original cost. 

The initial draft of accounting rules 
provided that original cost would be 
obtained by detailed analysis of all con- 
struction records. Representatives of the 
industry objected that, because of the 
relatively long life of water supply facili- 
ties and the fact that properties had been 
in operation over long periods of time, 
details of construction costs of a large 
portion of existing plant were non- 
existent. 

Recognizing the merits of this claim, 
the staff prepared a second draft in which 
the requirement for analysis of detailed 
construction costs was abandoned and 
the following provision was substituted : 


In recognition of the history of water util- 


e 


ity plant, it will be considered that book 
costs of plant, as of the date of reclassifica- 
tion of plant account, are representative of 
the original cost thereof, after adustments 
shall have been made to such book costs for 
increases or decreases in plant account of 
the accounting utility and its predecessors 
which resulted from the recording of ap- 
pune values, from the acquisition of plant 
y purchase, merger, consolidation, etc., or 
from accounting errors, due consideration 
being given to recorded retirements, if any, 
of the gross amounts classifiable in Account 
100-5, Utility Plant Acquisition Adjustments, 
and Account 107, Utility Plant Adjustments. 


This accounting provision was ap- 
proved by the commission, although one 
of the large companies objected that it 
would require an outlay of over $200,- 
000 to do the work required. The com- 
mission questioned the amount of this 
estimate and, among other things, said: 


It is an interesting contrast that while pub- 
lic utilities object to spending money which 
will produce a property record of permanent 
and continuing value to the commission, the 
same public utilities will voluntarily devote 
considerable time and money in the prepara- 
tion of inventories and appraisals for re- 
production cost purposes. And this is done 
notwithstanding the fact that such appraisals 
are of value only at the time they are made 
because of subsequent fluctuations in price 
levels. 


The commission made it plain that this 
was only an accounting matter and any 
company raising objection because the 
proposal attacked arm’s-length cost of 
property would have ample opportunity 
for hearing in any rate proceeding or in 
a proceeding to dispose of acquisition 
adjustments. Re New Uniform System 
of Accounts for Water Utilities. 


Confiscatory Rate May Be Enjoined, Although 
Temporary, When Same As Final Rate 


MOTION by the New York commis- 
sion to dismiss an injunction suit 

by a bus company against a new rate was 
denied by the New York Supreme Court. 
The commission urged that an injunc- 
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tion against a temporary rate could not 
be granted in view of the decision in the 
first Staten Island Case (292NY611, 
affirming 52 PUR NS 166), for the rea- 
son that any injustice in the temporary 
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rate could be compensated for when the 
final rate was fixed. 

The court, ruling that a different ques- 
tion was involved in this suit, pointed out 
that both the final and temporary rates 
had already been ordered and that no 
further hope of ultimate recoupment ex- 
isted. The court concluded its opinion 
with this statement: 

If the final rate is confiscatory as it is 
pleaded here, the temporary rate is con- 
fiscatory also, and if there is to be relief 
against one it must extend to the other. It 
would be absurd to continue a temporary 


rate after an identical permanent rate had 
been arrived at, but not made effective, and 
to argue under the authority of the first 
Staten Island Case that one might be, and 
the other might not be, enjoined as con- 
fiscatory. 


There had also been objections to the 
form of the complaint because it was not 
signed by the company’s attorney. The 
court held that any irregularity by reason 
of the name of the company being sub- 
scribed to the complaint was not fatal. 
County Transportation Co., Inc. v. Malt- 
bie et al. 73 NY S2d 906. 
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Rate Increases Denied for Failure to Show 
Costs of Affiliates 


ce Kansas commission dismissed a 
request by the Southwestern Bell 
Telephone Company for authority to in- 
crease rates on the ground that it was im- 
possible to determine the amount of net 
revenues which the company was receiv- 
ing. The basis for this conclusion was 
the fact that payments are made to affili- 
ates for services and materials and the 
cost to the affiliates was not shown. 

The American Telephone and Tele- 
graph Company holds substantially all of 
the stock of Western Electric Company 
and Southwestern Bell Telephone Com- 
pany. A substantial portion of the 
operating company’s investment and 
plant consists of charges made for ma- 
terials purchased from Western Electric 
and services supplied by the parent com- 
pany. A substantial portion of operating 
expenses is also composed of charges by 
the affiliated companies. 

The commission said that there had 
been no showing as to the actual cost to 


Western Electric and to American Tele- 
phone and Telegraph Company, respec- 
tively, for services, materials, and sup- 
plies. 

There was no itemized statement 
setting out in detail the various items 
furnished by the affiliated companies. 

The commission also noted that it was 
impossible to determine net revenues for 
the reason, among others, that they are 
affected by the depreciation currently 
taken. Depreciation must be tested 
against the company’s investment, which 
investment, it was said, it was impossible 
to determine. 

A Kansas law provides that no charge 
for services rendered or for materials or 
commodities furnished by the affiliated 
companies may be given consideration by 
the commission in its determination of 
rates unless there is a showing as to the 
actual cost to the affiliates. Re South- 
western Bell Teleph. Co. (Docket No. 
34,333-U). 


to 


Revenues Must JustifygExtension 


Fenner utility cannot be reasonably 
required to make an outlay of capi- 
tal where it is evident that present and 
future resulting additional revenues will 
fall far short of providing a reasonable 
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return on its additional investment. The 
Pennsylvania commission made this 
statement in dismissing a complaint 
against the refusal of a water company 
to make an extension. 
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Persons desiring the water supply as- 
serted that the area in which they lived 
contained 25 homes occupied by about 
136 people and that this area was not 
served by any water utility. The result, 
they said, was unsanitary and unhealthy 
conditions and a serious fire hazard. The 
company replied that the area was with- 
out sewers and‘any unhealthy or hazard- 
ous conditions in the community were 
due solely to that fact. 

The commission was reluctant, for rea- 
sons of public health and public safety, 
to issue ‘an order which might result in 
the failure of a community in an attempt 
to obtain public water supply service. In 


this case, however, an extension of facili- 
ties at company cost would be an undue 
discrimination against consumers who in 
other similar instances might have con- 
tributed toward or participated in the 
cost to an extent making the extension 
reasonable or compensatory. 

A public utility, the commission con- 
tinued, should not be subjected to un- 
reasonable expenditures, nor should the 
consuming public be unduly burdened, 
when there is no rational expectation of 
the event justifying the expenditure. 
Matthews et al. v. Scranton-S pring Brook 
Water Service Co. (Complaint Docket 
No, 14151). 
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Percentage Added to Original Cost to Reflect 
Reproduction Cost 


HE New Mexico commission has 

followed a practice in rate base de- 
termination somewhat different from 
other commissions. It has allowed a per- 
centage of original cost of plant in serv- 
ice as an addition, along with materials 
and supplies and working capital, to 
arrive at what it calls “valuation for rate 
base.” 

The commission, in allowing an in- 
crease in rates for liquefied petroleum 
gas service, found original cost of plant 
in service to be approximately $13,000. 
It added 5 per cent of this amount as 


reasonable and proper in the considera- 
tion given to reproduction cost. 

A rate of return of between 64 per cent 
and 7 per cent was approved. The rate 
of depreciation was reduced from 5.7 per 
cent to 34 per cent. This was considered 
adequate to cover the loss of service life 
until the character of the plant changes. 

An increase in rates was shown to be 
necessary because of increased expenses. 
There had been a 23-cent increase in the 
average cost of liquefied petroleum gas 
per gallon for 1948. Re Shaw (Case No. 
201). 
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Commission Action on Charter Amendment 


HE Securities and Exchange Com- 

mission approved an application- 
declaration filed by Minnesota Power & 
Light Company seeking authorization to 
solicit an affirmative vote of preferred 
stockholders with respect to charter 
amendments relating to (1) reclassifica- 
tion of common stock, (2) stated value of 
no par value stock, (3) modification of 
restrictions on payment of common 
stock dividends, and (4) modification of 
provisions relating to issuance of un- 
secured debt. 


261 


In passing on the propriety of the sub- 
mission of these amendments to stock- 
holders, said the commission, it must con- 
sider the relationship between the rights 
which such stockholders are being asked 
to surrender and ‘any possible benefits 
that may inure to them as a result of the 
proposed amendments. It must also con- 
sider whether, after the proposed 
changes, the resulting capital structure of 
the company would be consistent with 
the Public Utility Holding Company 
Act. 
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The commission explained its approval 
in these words: 


In reaching our determination that the 
amendments may be submitted to the stock- 
holders for their approval, we are mindful 
of the fact that the adoption of the proposed 
amendments with respect to the relaxation 
of the dividend restriction and the liberali- 
zation of the unsecured debt provision will 
make possible, respectively, the payment of 
a greater amount of dividends on the com- 
mon stock than is now possible under cer- 
tain circumstances and the issuance of addi- 
tional unsecured debt having a claim prior 
to the preferred stock. We have also con- 
sidered the company’s contention that the 
adoption of these amendments will facili- 


tate financing its construction program, and 
thereby, in the opinion of its management, 
strengthen the position of all of the com- 
pany’s security holders including the pre- 
ferred stockholders. Our conclusion that 
the proposed transactions do not require ad- 
verse findings under the applicable stand- 
ards of the act should not be construed as a 
recommendation to stockholders that they 
either approve or disapprove the proposed 
charter amendments. Each preferred stock- 
holder must exercise his own independent 
judgment in voting for or against the pro- 
posed charter amendments. 


Re Minnesota Power & Light Co, (File 
No. 70-1660, Release No. 7931). 
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Air Carriers Excluded from Commission Control 


bb supreme court of Oklahoma in 
reversing a commission order 
awarding a certificate of convenience and 
necessity to an air carrier pointed out 
that the commission had no jurisdiction 
over air carriers either under the state 
Constitution or under any statute. 

The commission had awarded several 
local carriers certificates to operate in the 
state, over the protest of a nation-wide 
air line. The air line appealed from each 
of the commission decisions on jurisdic- 
tional grounds. 


The court pointed out that the juris- 
diction of the commission is limited to the 
terms of the statute creating it and giv- 
ing it power to act. 

The state supreme court further 
found that the term “transportation com- 
pany,” as used in a constitutional provi- 
sion giving the commission jurisdiction 
to regulate such companies, did not in- 
clude companies engaged in air transpor- 
tation. Re Central Airlines, Inc. 185P2d 
919; Re Spartan Air-Lines, Inc. 185 
P2d 925. 
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Right to Render Duplicate Service 


Yipes Iowa commission in denying the 
applications of two motor carriers 
for certificates to serve the same area 
restated its rule against authorizing dupli- 
cate motor carrier operation. 

In a dissenting opinion Commissioner 
Long said that, in the past, where circum- 
stances have required it, the commission 


has deviated from this rule. He stated his 
belief that the welfare of the public re- 
sulting from added carrier service far 
outweighs the injury or financial loss 
which might accrue to any individual car- 
rier. Re Haas et al. Doing Business As H 
and W Motor Express Co. (Docket No. 
H-3640). 


7 


Dealings between Corporations Bar Interlocking Directorates 


AY application by a director of Wis- 
consin Electric Power Company 
for authority, under § 305(b) of the Fed- 
eral Power Act, to hold the position of 
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director in Allis-Chalmers Manufactur- 
ing Company and director and member 
of the executive committee of the board 
of directors of the Wisconsin Electric 
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Power Company was denied by the Fed- 
eral Power Commission. 
Allis-Chalmers is a manufacturer of 
electric equipment and in the past has 
supplied equipment to the utility com- 
pany. During the 3-year period, 1944- 
1946, inclusive, the average annual 
amount paid by the utility company to 
the manufacturing company for the pur- 
chase, erection, and repair of electric 
equipment was substantially $410,000. In 
addition, the electric utility has recently 


z 


Telephone for Horse Race Information Service Denied 


HE special term of the New York 

Supreme Court for New York 
county and the special term of the same 
court for Queens county rendered simi- 
lar judgments in a telephone service mat- 
ter. Petitions to compel restoration of 
service were denied. 

The subscriber had rendered a race re- 
sult service in New York county. The 
phone company discontinued service on 
receiving a police report of unlawful use. 
The court in New York county ruled: 


The court does not hold that announcing 
racing results immediately after the comple- 
tion of a race is a crime, but on the con- 
trary holds that there is nothing illegal in 
doing so. 

The evidence here clearly indicates that 
this petitioner was engaged in this business 
at this place mainly, if not solely, for the 


purchased two 80,000-kilowatt generat- 
ing units and related equipment which 
will require a payment of an estimated 
amount of $4,300,000 during the 3-year 
period, 1947-1949, inclusive. 

The commission decided that under 
these circumstances the applicant had 
failed to show that either public or pri- 
vate interests would not be adversely 
affected by his holding the positions, as 
proposed, in these two companies. Re 
Falk (Docket No. ID-944). 


purpose of conveying information as to the 
results of horse racing to persons who it 
was evident were engaged in the business of 
bookmaking. 


The subscriber then moved his opera- 
tions to Queens county, made applica- 
tion for telephone service, and brought a 
similar proceeding when the company de- 
nied his application. 

Justice Hooley of the Queens special 
term pointed out that the proper remedy 
in such cases is to take an appeal and not 
to bring the same proceeding before an- 
other term of the court, and added: 

The orderly administration of justice re- 
quires this court, in a case such as this, to 
follow the decision made by this court in 
another department. 


Re Annette, 74 NY S2d 330, 331. 


e 


Rate Increase Denied Phone Company with Poor 
Service Record 


N application by a telephone company 
for approval of a new rate schedule 
was denied by the Missouri commission. 
The commission ruled that no increase 
should be allowed because of the utility’s 
record of poor maintenance, inadequate 
service, and subscriber dissatisfaction. 
The proposed rates would yield a re- 
turn of approximately 8 per cent on the 
rate base, which the commission de- 
scribed as “entirely too high for the type 
of service rendered.” 
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The commission dismissed the com- 
pany’s ‘reasoning that its poor financial 
condition and need for extensive rehabili- 
tation were justification for the increase 
and stated: 


To follow this reasoning would result in 
a company having a bad financial history 
and inefficient plant being entitled to higher 
rates than a well-financed and well-main- 
tained company. We are not in accord with 
this reasoning. On the contrary, we feel that 
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failure to maintain a telephone plant in a 
high state of efficiency and to make addi- 
tions and betterments to the extent neces- 
sary to keep pace with the modern stand- 
ards of service results in subscribers receiv- 
ing inadequate and unsatisfactory service, 
and companies providing such a service 


HE North Carolina commission au- 

thorized a telephone company to in- 
crease rates upon a showing that, be- 
cause of increased costs, the rate of re- 
turn on capital stock was only 4.57 per 
cent and that the new rates would pro- 
duce a return of 6.16 per cent. Re North 
State Teleph. Co. (Docket No. 3516). 


The New Jersey Board of Public Util- 
ity Commissioners authorized a revision 
of water rates calculated to produce a 
return of 5.7 per cent on net original cost, 
stating that such a rate of return was not 


should not expect a rate of return which 
would compensate them at the same rate of 
return as is allowed companies which main- 
tain a good standard of service, 


Re Middle States Utilities Co, (Case No. 
10,929). 


tf 


Other Important Rulings 


excessive under the circumstances of the 
case. Re Bernards Water Co. (Docket 
No. 3416). 


The Florida Supreme Court held that 
the sale of natural gas and its trans- 
portation through pipe lines belonging to 
the selling company from Texas to 
Florida, where it was delivered to pur- 
chasers, constituted interstate commerce, 
so as to relieve the selling utility com- 
pany from liability for a state privilege 
tax. Gay v. United Gas Pipe Line Co. 
32 So2d 600. 
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UNITED STATES SUPREME COURT 


Panhandle Eastern Pipe Line Company 


Public Service Commission of Indiana 
et al. 


No. 69 
— US —, 92 L ed —, 68 S Ct 190 
December 15, 1947 


PPEAL from decision of Supreme Court of Indiana reversing 
judgment in favor of interstate pipe-line company, which 
contested power of state Commission to regulate local sales of 
gas direct to industrial consumers; affirmed. See Public Service 
Commission v. Panhandle Eastern Pipe Line Co. (1947) — 
Ind —, 67 PUR NS 129, 71 NE2d 117, for state supreme 
court decision, which sustained Commission decision in Re Pan- 
handle Eastern Pipe Line Co. (Ind 1946) 63 PUR NS 309. 


Appeal and review, § 27 — Scope of review — Supreme Court. 

1. The Supreme Court, on review of a state court decision upholding a 
Commission order requiring an interstate gas company to file information, 
cannot say that the only thing presently involved is the state’s power to 
require the filing of information, without reference to its further use for 
controlling gas sales, when the state court has decided that the Commis- 
sion’s order amounted to an unequivocal assertion of power to regulate rates 
and service, p. 99. 


Appeal and review, § 6 — Right to review — Jurisdictional question — Order re- 
quiring information. 
2. A gas pipe-line company which has been ordered by a state Commission 
to file information, as an initial and integral step in the regulatory scheme, 
is not required to await a further regulatory order before contesting the 
Commission’s jurisdiction, p. 99. 
Interstate commerce, § 23 — What constitutes — Gas sales — Effect of pressure 
change. 
3. Sales of natural gas from an interstate transmission line directly to in- 
dustries within a state are sales in interstate commerce, regardless of any 
question as to whether the gas has come to rest, or broken bulk, when leav- 
ing the main transmission line and being reduced in pressure, p. 100. 
Interstate commerce, § 37.1 — State regulation — Gas sales to industry — Natural 
Gas Act. 
4. Congress, by enacting the Natural Gas Act, which provides for regula- 
tion of the transportation of natural gas in interstate commerce, its sale in 
[7] 97 71 PUR NS 
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interstate commerce for resale, and natural gas companies engaged in such 
transportation or sale, did not cut down state power to regulate direct sales 
of gas from interstate transmission lines to industries for consumptive use, 


p. 101. 


Interstate commerce, § 37 — Powers of state — Direct gas sales from interstate 


pipe line. 


5. States are not prevented by the commerce clause of the Constitution from 
regulating sales of gas by an interstate pipe-line carrier direct to industrial 
consumers for consumptive use, p. 101. 


APPEARANCES: John S. L. Yost, of 
Baltimore, Md., for appellant; Karl 
J. Stipher, of Indianapolis, Ind., for 
appellee, Public Service Commission 
of Indiana; William P. Evans, of 
Indianapolis, Ind., for appellees, In- 
diana Gas & Water Co. et al. 


RuTLepcE, J., delivered the opin- 
ion of the court: Broadly the ques- 
tion is whether Indiana has power to 
regulate sales of natural gas made by 


an interstate pipe-line carrier direct to 


industrial consumers in _ Indiana. 
More narrowly we are asked to de- 
cide whether the commerce clause, 
Const, Art I, § 8, by its own force for- 
bids the appellee, Public Service Com- 
mission, to require appellant to file 
tariffs, rules and regulations, annual 
reports, etc., as steps in a comprehen- 
sive plan of regulation preliminary to 
possible exercise of jurisdiction over 
rates and service in such sales." 
Panhandle Eastern transports nat- 
ural gas from Texas and Kansas 
fields into and across intervening 


states, including Indiana, to Ohio and 
Michigan. In Indiana it furnishes 
gas to local public utility distributing 
companies and municipalities. These 
in turn supply the needs of over 112,- 
000 residential, commercial, and in- 
dustrial consumers. 

Since 1942 appellant also has sold 
gas in large amounts direct to An- 
chor-Hocking Glass Corporation for 
industrial consumption.* Shortly be- 
fore beginning this service appellant 
had informed a number of its custom- 
ers, local distributing companies in 
Indiana, that it intended to render 
service directly to large industrial con- 
sumers wherever possible. Pursuant 
to that policy, since these proceedings 
began direct service has been extend- 
ed to another big industrial user.* 

In 1944 the Commission initiated 
hearings relative to direct service by 
Panhandle Eastern to Indiana con- 
sumers. It concluded that “the dis- 
tribution in Indiana by Panhandle of 
natural gas direct to consumers is sub- 





1The Commission is authorized to take 
these steps by Indiana statutes creating the 
state’s regulatory scheme for public utilities. 
Burns Ind Stats Ann §§ 54-101 eft seq. 

2 Appellant’s sales to Anchor-Hocking are 
far larger than sales made to several of the 
local distributing companies. Thus, in 1943 
appellant sold 1,150,279 cubic feet to Anchor- 
Hocking and only 151,065 cubic feet to the 
local utility served from the same branch line. 
See note 8 infra. 

8 This was in 1941. In 1943 the chairman 
of appellant’s board stated that “Panhandle 
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was anxious to take over such business be- 
cause it was unregulated transaction both as 
to the Federal Power Commission and the 
Public Service Commission of Indiana and that 
he intended to establish higher industrial rates 
based on a competitive fuel basis.” : 

4 Prior to the hearings before the Commis- 
sion appellant had entered into arrangements 
to provide direct industrial service to an E. 1. 
DuPont de Nemours & Company plant near 
Fortville, Indiana. That service was com- 
menced subsequent to the hearings. 
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ject to regulation by this Commission 
under the laws of this state,” notwith- 
standing any alleged contrary effect of 
the commerce clause upon appellant’s 
direct sales to industrial users. Ac- 
cordingly it issued its order of No- 
vember 21, 1945, for the filing of 
tariffs, etc., as has been stated. 

Early in 1946 Panhandle Eastern 
brought this suit in a state court to 
set aside and enjoin enforcement of 
the order. While the cause was pend- 
ing the Commission issued a supple- 
mental order declining appellant’s of- 
fer to submit the specified tariffs, re- 
ports, etc., “as information only,” and 
reasserting its full regulatory power as 
conferred by the Indiana statutes.° 63 
PUR NS 309. 

The trial court vacated the orders 
and enjoined the Commission from 
enforcing them. It accepted appel- 
lant’s view of the effect of the com- 
merce clause on its operations. The 
supreme court of Indiana reversed 
that judgment and denied the relief 
appellant sought. — Ind —, 67 PUR 
NS 129, 71 NE2d 117. It held first 
that the Commission’s orders amount- 
ed to an unequivocal assertion of pow- 
er to regulate rates and service on ap- 
pellant’s direct industrial sales and 
thus presented squarely the question 
of the Commission’s jurisdiction over 
such sales as affected by the com- 
merce clause. The court did not flat- 
ly hold that the sales are in interstate 


rather than intrastate commerce. But, 
taking them to be of the former kind, 
it held them nevertheless subject to 
the state’s power of regulation under 
the doctrine of Cooley v. Board of 
Wardens (1851) 12 How 299, 13 L 
ed 996. The court further held that 
appellant, in making these sales, is a 
public utility within the meaning and 
application of the state’s regulatory 
statutes, Burns Ind Stats Ann §§ 54— 
105 and Ind. Acts 1945, Chap 53, p. 
110. It is this decision we have to 
review pursuant to § 237 of the Ju- 
dicial Code, 28 USCA § 344(a).® 
[1,2] The effect of the state stat- 
utes, whether permitting the filing of 
the tariffs, etc., as information unre- 
lated to further regulation or requir- 
ing the filing as initial and integral 
steps in the regulatory scheme, and 
thus as presenting at the threshold of 
the scheme’s application the question 
of the state’s power to go further with 
it, is primarily a question of construc- 
tion for the state courts to determine. 
In view of the Commission’s position, 
as construed by the state supreme 
court, we cannot say that the only 
thing presently involved is the state’s 
power to require the filing of infor- 
mation without reference to its fur- 
ther use for controlling these sales. 
Cf. Arkansas Louisiana Gas Co. v. De- 
partment of Public Utilities (1938) 
304 US 61, 82 L ed 1149, 23 PUR 
NS 337, 58 S Ct 770. Here the or- 





5In the trial court the Commission had 
urged, as it still does, that its first order 
merely required the filing of information and 
that no action would lie to contest its power 
to fix rates or otherwise regulate the sales 
until that power was exercised. This resulted 
in bringing forth appellant’s tender of com- 
pliance as “information only,” conditioned up- 
on the Commission’s acceptance of the filing 
as such and without prejudice to appellant’s 
right to contest the validity of any subsequent 
order. The supplemental order expressly 


stated that the filing, if any, would be deemed 
to be for the purpose of and available for use 
by the Commission in carrying out its further 
duties under the statute. 

®Several of the local utility companies, 
which had been intervenors in the proceedings 
before the Commission, were permitted to in- 
tervene in the court test of the orders and are 
appellees here. The National Association of 
Railroad and Utilities Commissioners has filed 
a brief amicus curiae in support of the Com- 
mission’s position. 
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ders constituted “an unequivocal as- 
sertion of power” to regulate rates 
and service. Indeed they involve 
something more than a mere threat 
to apply the regulatory plan in its la- 
ter phases. They represent the actual 
application of that plan in its initial 
stage. In such a situation appellant 
was not required to await a further 
regulatory order before contesting the 
Commission’s jurisdiction. Cf. Ohio 
Pub. Utilities Commission v. United 
Fuel Gas Co. (1943) 317 US 456, 87 
L ed 396, 46 PUR NS 257, 63 S Ct 
369. 


This does not mean that we now 
express opinion concerning the valid- 
ity of any further order which the 
Commission may enter. No such or- 
der is before us. It does mean that 
we are required to decide whether the 


sales in question lie within the scope 
of the state’s power to regulate rates 
and service, so that some further or- 
der in those respects may or may not 
be entered. 


[3] Nor do we question that these 
sales are interstate transactions. The 
contrary suggestion left open in the 


state supreme court’s treatment rests 
upon the view that gas transported 
interstate takes on the character of a 
commodity which has come to rest or 
broken bulk when it leaves the main 
transmission line and, under reduced 
pressure, enters branch lines or lat- 
erals irrevocably on its way to final 
distribution or consumption. Those 
merely mechanical considerations are 
no longer effective, if ever they were 
exclusively, to determine for regula- 
tory purposes the interstate or intra- 
state character of the continuous 
movement and resulting sales we have 
here.” 

Thus gas furnished to local utilities 
for resale is supplied unquestionably, 
both as to transportation and as to 
sale, in interstate commerce. Yet it is 
subjected to practically identical 
changes in pressure with the gas sold 
by appellant directly for industrial 
use.® Neither practical common 
sense nor constitutional sense would 
tolerate holding that reduction in pres- 
sure makes the industrial sales to An- 
chor-Hocking wholly intrastate for 
purposes of local regulation while de- 





7In Illinois Nat. Gas Co. v. Central Illinois 
Pub. Service Co. (1942) 314 US 498, 504, 86 
L ed 371, 42 PUR NS 53, 56, 62 S Ct 384, 
the court referred to earlier decisions turned 
by “applying this mechanical test for determin- 
ing when interstate commerce ends and intra- 
state commerce begins,” namely, “upon the in- 
troduction of the gas into the service pipes of 
the distributor,” and then stated: “In other 
cases, the court, in determining the validity of 
state regulations, has been less concerned to 
find a point in time and space where the inter- 
state commerce in gas ends and intrastate 
commerce begins, and has looked to the nature 
of the state regulation involved, the objective 
of the state, and the effect of the regulation 
upon the national interest in the commerce. 
Cf. South Carolina State Highway Dept. v. 
Barnwell Bros. (1938) 303 US 177, 185, 187, 
82 L ed 734, 738, 740, 58 S Ct 510, et seq.; 
California v. Thomp son (1941) 313 US 109, 
113, 114, 85 L ed 1219, 1221, 1222, 39 PUR NS 
55,61 S Ct 930; Duckworth v. Arkansas 


fo ght 390, 86 L ed 294, 62 S Ct 311, 

8 Appellant’s gas enters Indiana in a 22- 
inch main at a pressure of 250 pounds or more 
per square inch. In the state the gas enters 
a 16-inch branch line at a pressure of 200 
pounds per square inch, and then a 6-inch 
lateral line at a pressure of 100 pounds 
per square inch. In the lateral line the 
gas is transported to two adjacent meter 
houses. From one house gas is delivered to 
Anchor-Hocking at pressures as low as 10 
pounds per square inch, while from the other 
deliveries are made to a local distributing 
company at pressures ranging from 9 to 25 
pounds per square inch. 

Similarly, gas from other laterals stemming 
from appellant’s main line is reduced to a 
pressure of 16 pounds per square inch before 
being furnished to the DuPont plant and to 
pressures of approximately 20 pounds per 
square inch for two utility companies serv 
from the same lateral as the DuPont plant. 
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liveries at similar pressures to utility 
companies remain exclusively inter- 
state. Variations in main pressure 
are not the criterion of the states’ reg- 
ulatory powers under the commerce 
clause. Cf. Interstate Nat. Gas Co. v. 
Federal Power Commission (1947) 
331 US 682, 689, 91 Led —, 69 PUR 
NS 1, 67 S Ct 1482. The sales here 
were clearly in interstate commerce. 

[4,5] The controlling issues there- 
fore are two: (1) Has Congress, by 
enacting the Natural Gas Act, 52 Stat 
821, 15 USCA § 717 et seq., in effect 
forbidden the states to regulate such 
sales as those appellant makes directly 
to industrial consumers; (2) if not, 
are those sales of such a nature, as 
related to the Cooley formula, that 
the commerce clause of its own force 
forbids the states to act. 

We think there can be no doubt of 


the answer to be given to each of these 
questions, namely, that the states are 


competent to regulate the sales. The 
two questions may best be considered 
in the background of the legislative 
history of the Natural Gas Act and of 
the judicial history leading to its en- 
actment in 1938. 


Prior to that time this court in a 
series of decisions had dealt with var- 
ious situations arising from state ef- 
forts to regulate the sale of imported 


natural gas. The story has been ade- 
quately told® and we do not stop to re- 
view it again or attempt reconciliation 
of all the decisions or their ground- 
ings. Suffice it to say that by 1938 
the court had delineated broadly be- 
tween the area of permissible state 
control. and that in which the states 
could not intrude. The former in- 
cluded interstate direct sales to local 
consumers, as exemplified in Penn- 
sylvania Gas Co. v. Public Service 
Commission, 252 US 23, 64 L ed 434, 
PURI1920E 18, 40 S Ct 279; the lat- 
ter, service interstate to local dis- 
tributing companies for resale, as held 
in Missouri ex rel. Barrett v. Kansas 
Nat. Gas Co. 265 US 298, 68 L ed 
1027, PUR1924E 78, 44 S Ct 544, 
reinforced by Rhode Island Pub. Utili- 
ties Commission v. Attleboro Steam 
& Electric Co. 273 US 83, 71 L ed 
549, PUR1927B 348, 47 S Ct 294. 


Shortly then, as the decisions stood 
in 1938, the states could regulate sales 
direct to consumers, even though 
made by an interstate pipe-line car- 
rier. This was true of sales not only 
for domestic and commercial uses but 
also for industrial consumption, at any 
rate whenever the interstate carrier 
engaged in distribution for all of these 
uses. On the other hand, sales for 
resale, usually to local distributing 





®For a summary of the leading decisions 
concerning the sale and transportation of gas 
prior to the passage of the Natural Gas Act, 
see Illinois Nat. Gas Co. v. Central Illinois 
Pub. Service Co. supra, footnote 7. See also 
Powell, Note, Physics and Law—Commerce 
in Gas and Electricity, 58 Harv L Rev 1072; 
Howard, Gas and Electricity in Interstate 
Commerce, 18 Minn L Rev 611. 

10 Appellant contends that “wholesale,” i. e., 
large quantity, service direct to industrial 
consumers, as exemplified by its sales to 
Anchor-Hocking, is to be distinguished from 
the sales in Pennsylvania Gas Co. v. Public 
Service Commission, supra, which were made 
in a manner commonly associated with a local 


101 


distribution system supplying gas to consum- 
ers in a city. Nothing in the decision, how- 
ever, requires it to be so limited. On the 
contrary, emphasis may rather be placed on 
the fact that both situations involve sales to 
ultimate consumers, Anchor-Hocking being 
just as clearly in that category as the “fac- 
tories and residences” served by the company 
in the Pennsylvania Gas Co. Case, supra. See 
Illinois Nat. Gas Co. v. Central Illinois Pub. 
Service Co. supra, 314 US at p. 505, 42 PUR 
NS at p. 57, where Chief Justice Stone, in 
summarizing the Pennsylvania Gas Co. 

stated that it involved gas “sold directly to 
ultimate local consumers”; Jersey Central 
Power & Light Co. v. Federal Power Com- 
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companies, were beyond the reach of 
state power, regardless of the char- 
acter of ultimate use. This fact not 
only prevented the states from reg- 
ulating those sales but also seriously 
handicapped them in making effective 
regulation of sales within their au- 
thority.” 

This impotence of the states to act 
in relation to sales for resale by inter- 
state carriers brought about the de- 
mand for Federal regulation and Con- 
gress’ response in the Natural Gas 
Act. To reach those sales and pre- 
vent the hiatus in regulation their 
immunity caused, the act declared in 
§ 1(b), 15 USCA § 717(b): 

“The provisions of this chapter 
shall apply to the transportation of 
natural gas in interstate commerce, to 
the sale in interstate commerce of 


natural gas for resale for ultimate pub- 
lic consumption for domestic, com- 
mercial, industrial, or any other use, 


and to natural-gas companies en- 
gaged in such transportation or sale, 
but shall not apply to any other trans- 
portation or sale of natural gas or to 
the local distribution of natural gas 
or to the facilities used for such dis- 
tribution or to the production or gath- 
ering of natural gas.” 

This section determines the act’s 


coverage and does so in the light of 
the situation existing at the time. 
Three things and three only Congress 
drew within its own regulatory power, 
delegated by the act to its agent, the 
Federal Power Commission. These 
were: (1) the transportation of nat- 
ural gas in interstate commerce; (2) 
its sale in interstate commerce for re- 
sale; and (3) natural gas companies 
engaged in such transportation or 
sale. 


The omission of any reference to 
other sales, that is, to direct sales for 
consumptive use, in the affirmative 
declaration of coverage was not inad- 
vertent. It was deliberate. For Con- 
gress made sure its intent could not 
be mistaken by adding the explicit pro- 
hibition that the act “shall not apply 
to any other . . . sale. 
(Emphasis added.) Those words 
plainly mean that the act shall not ap- 
ply to any sales other than sales “for 
resale for ultimate public consumption 
for domestic, commercial, industrial, 
or any other use, .’ Direct 
sales for consumptive use of whatever 
sort were excluded. 

The line of the statute was thus 
clear and complete. It cut sharply 
and cleanly between sales for resale 
and direct sales for consumptive uses. 





mission (1943) 319 US 61, 78, 80, 87 L ed. 
1258, 48 PUR NS 129, 63 S Ct 953 (dissent- 
ing opinion) ; Powell, Note, 58 Harv L. Rev 

072, 1082, quoted infra note 12. 

11 The Attleboro decision, supra, had been 
made in the face of the Rhode Island Com- 
mission’s finding that the Narragansett Com- 
pany in selling electric current interstate to 
the Attleboro Company was suffering an 
operating loss while the rates to its other 
customers yielded a fair return; and over the 
Commission’s contentions grounded on that 
finding that it could not effectively regulate 
rates of the Narragansett Company to its local 
consumers without also regulating its rates to 
the Attleboro Company. 

Compare the memorandum submitted, on be- 


half of the National Association of Railroad 
and Utility Commissioners by its general so- 
licitor, Mr. John E. Benton, Hearings before 
Committee on Interstate and Foreign Com- 
merce on H. R. 4008, 75th Cong. 1st Sess. 141, 
143: “Sales for industrial use ought not to be 
exempt from all regulation, for the result may 
very well be that unjustifiable discrimination 
will result, and there will be no Commission 
to which complaint may be made. Sales for 
industrial uses plainly ought to be subject to 
regulation by the same Commission which 
regulates sales to other classes of consumers, 
so that just and reasonable rates, for the sev- 
eral classes of service, properly related to each 
other, may be established.” 
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No exceptions were made in either 
category for particular uses, quantities 
or otherwise. And the line drawn 
was that one at which the decisions 
had arrived in distributing regulatory 
power before the act was passed.” 
Moreover, this unusual legislative 
precision was not employed with any 
view to relieving or exempting any 
segment of the industry from regula- 
tion. The act, though extending 
Federal regulation, had no purpose or 
effect to cut down state power. On 


the contrary, perhaps its primary pur- 
pose was to aid in making state regu- 


lation effective, by adding the weight 
of Federal regulation to supplement 
and reinforce it in the gap created by 
the prior decisions.* The act was 
drawn with meticulous regard for the 
continued exercise of state power, not 
to handicap or dilute it in any way. 
This appears not merely from the sit- 
uation which led to its adoption and 
the legislative history, including the 
committee reports in Congress cited 
above, but most plainly from the his- 
tory of § 1(b) in respect to the 
changes which took place in reaching 
its final form." 





2“ | . .[T]he supreme court has from 
the beginning allowed the state both to tax 
and to fix the price on the first sale or deliv- 
ery of gas or electricity brought in from a 
sister state when and if this first sale is also 
necessarily the last sale because consummated 
by consumption.” Powell, Note, 58 Harv L. 
Rev 1072, 1082. 

13In H. Rep. No. 709, 75th Cong. Ist Sess., 
the Committee on Interstate and Foreign Com- 
merce said of the proposed bill which became 
the Natural Gas Act: “It confers jurisdiction 
upon the Federal Power Commission over the 
transportation of natural gas in interstate 
commerce, and the sale in interstate commerce 
of natural gas for resale for ultimate public 
consumption for domestic, commercial, indus- 
trial, or any other use. The states have, of 
course, for many years regulated sales of nat- 
ural gas to consumers in intrastate trans- 
actions. The states have also been able to 
regulate sales to consumers even though such 
sales are in interstate commerce, such sales 
being considered local in character and in the 
absence of congressional prohibition subject to 
state regulation. (See Pennsylvania Gas Co. 
v. Public Service Commission, 252 US 23, 64 
L ed 434, PUR 1920E 18, 40 S Ct 279.) 
There is no intention in enacting the present 
legislation to disturb the states in their exer- 
cise of such jurisdiction. However, in the 
case of sales for resale, or so-called whole- 
sale sales, in interstate commerce (for ex- 
ample, sales by producing companies to dis- 
tributing companies) the legal situation is 
different. Such transactions have been consid- 
ered to be not local in character and, even in 
the absence of congressional action, not sub- 
ject to state regulation. (See Missouri ex 
rel. Barrett v. Kansas Nat. Gas Co. 265 US 
298, 68 L ed 1027, PUR 1924E 78, 44 S Ct 
544, and Rhode Island Pub. Utilities Com- 
mission v. Attleboro Steam & Electric Co. 273 
US 83, 71 L ed 549, PUR 1927 B 348, 47 S Ct 
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294.) The basic purpose of the present legis- 
lation is to occupy this field in which the Su- 
preme Court has held that the states may not 
act.” 

See also H. Rep. No. 2651, 74th Cong. 2d 
mn 1-3; Sen. Rep. No. 1162, 75th Cong. Ist 
ess. 

14In the hearings on H. R. 4008, the bill 
in the 75th Congress, the representative of 
several large pipe-line companies construed 
§ 1(b) as it then stood to exempt sales to 
industrial consumers from all regulation, state 
as well as Federal, and proposed an amend- 
ment exempting sales for resale, when for in- 
dustrial use only, from regulation under the 
proposed legislation. Hearings before Com- 
mittee on Interstate and Foreign Commerce on 
H. R. 4008, 75th Cong. Ist Sess. 124. In an 
answering memorandum, Mr. Benton pointed 
out the pipe-line representative’s misunder- 
standing of the purposes of § 1(b), stating 
that “service to an industrial user is just as 
much a local service as is a sale to 
a householder for domestic use . [and] 
until Congress occupies the field, a sale for 
industrial use is accordingly subject to state 
regulation. Id. at p. 143. He pro- 
posed an alternative amendment to render it 
clear beyond doubt that Federal regulation of 
sales for resale extended to transactions where 
the gas was to be used for industrial purposes 
only. Jd. at p. 142. Mr. Benton’s amendment 
was adopted by the House committee and ap- 
pears in substantially unaltered form in § 1(b) 
of the Natural Gas Act as finally enacted. 
In H. Rep. No. 709, 75th Cong. Ist Sess., the 
committee emphasized that Mr. Benton and 
other representatives of state Commissions and 
municipalities appeared in support of the bill. 

In support of its position appellant relies in 
part on H. Rep. No. 800, 80th Cong. Ist Sess., 
favorably reporting H. R. 4051 amending the 
Natural Gas Act. This bill did not become 
law. The views expressed in the committee 
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It would be an exceedingly incon- 
gruous result if a statute so motivated, 
designed and shaped to bring about 
more effective regulation, and particu- 
larly more effective state regulation, 
were construed in the teeth of those 
objects, and the import of its word- 
ing as well, to cut down regulatory 
power and to do so in a manner mak- 
ing the states less capable of regula- 
tion than before the statute’s adoption. 
Yet this, in effect, is what appellant 
asks us to do. For the essence of its 
position, apart from standing directly 
on the commerce clause, is that Con- 
gress by enacting the Natural Gas Act 
has “occupied the field,” i. e., the en- 
tire field open to Federal regulation, 
and thus has relieved its direct indus- 
trial sales of any subordination to state 
control. 


The exact opposite is the fact. Con- 
gress, it is true, occupied a field. But 
it was meticulous to take in only ter- 
ritory which this court had held the 


states could not reach.” That area 
did not include direct consumer sales, 
whether for industrial or other uses. 
Those sales had been regulated by the 
states and the regulation had been re- 
peatedly sustained. In no instance 
reaching this court had it been stricken 
down.”® 

It is true that no case came here in- 
volving state regulation of direct in- 
dustrial sales wholly apart from sales 
for other uses. In the cases sustain- 


ing state power, whether to regulate 
or to tax, the company making the 
industrial sales was selling also to do- 
mestic and commercial users.” But 
there was no suggestion, certainly no 
decision, that a different result would 
follow if only direct industrial sales 
were being made. Neither the prior 
judicial line nor the statutory line was 
drawn between kinds of use or on the 
relation between sales for different 
uses. Both lines were drawn between 
sales for use, of whatever kind, and 
sales for resale. Cf. Colorado Inter- 
state Gas Co. v. Federal Power Com- 
mission (1945) 324 US 581, 595, 
596, 89 L ed 1206, 58 PUR NS 65, 
65 S Ct 829. 

The Natural Gas Act created an 
articulate legislative program based on 
a clear recognition of the respective 
responsibilities of the Federal and 
state regulatory agencies. It does 
not contemplate ineffective regulation 
at either level. We have emphasized 
repeatedly that Congress meant to 
create a comprehensive and effective 
regulatory scheme, complementary in 
its operation to those of the states and 
in no manner usurping their author- 
ity. Ohio Pub. Utilities Commission 
v. United Fuel Gas Co. (1943) 317 
US 456, 467, 87 L ed 396, 46 PUR 
NS 257, 63 S Ct 369; Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 609, 610, 88 L 
ed 333, 51 PUR NS 193, 64 S Ct 





report made in 1947, some nine years after the 
Natural Gas Act’s passage, are hardly de- 
terminative or, in juxtaposition with the con- 
temporaneous history, persuasive of the con- 
gressional intent in passing that act. 

15 See notes 12 and 13 supra. 

16 [bid. 

17 Pennsylvania Gas Co. v. Public Service 
Commission, supra, footnote 13, appears to be 
the only case flatly ruling the point for regula- 
tory purposes. But its authority was clearly 
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recognized in Illinois Nat. Gas Co. v. Central 
Illinois Pub. Service Co. (1942) 314 US 498, 
505, 86 L ed 371, 42 PUR NS 53, 62 S Ct 
384, cf. note 10, supra; Missouri ex rel. Bar- 
rett v. Kansas Nat. Gas Co. supra, footnote 
13, 265 US 308, PUR 1924E at p. 81; Rhode 
Island Pub. Utilities Commission v. Attleboro 
Steam & Electric Co. supra, footnote 13, 273 
US at p. 87, PUR 1927 B at p. 351, and other 
cases, as well as in the congressional report 
quoted in note 13. 
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281; Interstate Nat. Gas Co. v. Federal 
Power Commission (1947) 331 US 
682, 690, 91 L ed 1742, 69 PUR NS 
1,67 S Ct 1482. And, as was pointed 
out in Federal Power Commission v. 
Hope Nat. Gas Co. supra, 320 US 
at p. 610, 51 PUR NS at p. 205: 
“The primary aim of this legislation 
was to protect consumers against ex- 
ploitation at the hands of natural gas 
companies.” The scheme was one of 
codperative action” between Federal 
and state agencies. It could accom- 
plish neither that protective aim nor 
the comprehensive and effective dual 
regulation Congress had in mind, if 
those companies could divert at will 
all or the cream of their business to 
unregulated industrial uses.” 

The Natural Gas Act therefore was 
not merely ineffective to exclude the 
sales now in question from state con- 
trol. Rather both its policy and its 
terms confirm that control. More 
than “silence” of Congress is involved. 
The declaration, though not identical 
in terms with the one made by the 
McCarran Act, 59 Stat 33, 15 USCA 
§ 1011, concerning continued state 
regulation of the insurance business, 
is in effect equally clear, in view of 
the act’s historical setting, legislative 
history, and objects, to show inten- 
tion for the states to continue with 
regulation where Congress has not ex- 


pressly taken over. Cf. Prudential 
Ins. Co. v. Benjamin (1946) 328 US 
408, 90 L ed 1342, 66 S Ct 1142, 164 
ALR 476. Congress has undoubted 
power to define the distribution of 
power over interstate commerce. 
Southern P. Co. v. Arizona ex rel. 
Sullivan (1945) 325 US 761, 769, 
89 L ed 1915, 59 PUR NS 211, 65 
S Ct 1515, and authorities cited; cf. 
Prudential Ins. Co. v. Benjamin, su- 
pra. Here the power has been exer- 
cised in a manner wholly inconsistent 
with exclusion of state authority over 
the sales in question. 

Congress’ action moreover was an 
unequivocal recognition of the vital 
interests of the states and their peo- 
ple, consumers and industry alike, in 
the regulation of rates and service. 
Indiana’s interest in appellant’s direct 
sales is obvious. That interest is cer- 
tainly not less than the interest of Cal- 
ifornia and her people in their protec- 
tion against the evil effects of wholly 
unregulated sale of insurance inter- 
state. Robertson v. California (1946) 
328 US 440, 90 L ed 1366, 66 S Ct 
1160. Not only would industrial con- 
sumers in most instances go without 
protection as to rates and service other 
than that supplied by competition 
from other fuels,” but the state’s reg- 
ulatory system would be crippled and 
the efforts of the Indiana Commis- 





1%The jurisdiction granted the Federal 
Power Commission by the Natural Gas Act 
necessitates close correlation with state regu- 
latory bodies. Section 17 of the act, 15 US 
§ 717p provides for codperation between the 
on and state agencies. See note 23 and 
ext. 

19 Over 38 per cent of the gross revenues of 
the local Indiana utilities from the sale of gas 
is derived from service to the approximatel 
250 industrial consumers served by them. If 
service to any substantial number of the in- 
dustrial users were to be taken over by appel- 
lant, the local utilities not only would suffer 
gteat losses in revenue, but would be unable 
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to dispense with more than a trivial percentage 
of their plant properties. The resultant in- 
crease in unit cost of gas would lead neces- 
sarily to increased rates for the consumers 
served by the local companies. 

90 Pipe-line service, by the very physical 
conditions characterizing the industry and 
magnitude of investment required, acquires 
large monopolistic effects, more particularly 
in marketing areas distant from producing 
ones. Cf. Federal Power Commission v. Hi 
Nat. Gas Co. supra, 320 US at p. 610, 51 P 
NS at p. 205, n. 17 and text. Most often its 
competition is with other fuels rather than 


competing pipe lines. 
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sion seriously hampered in protecting 
the interests of other classes of users 
equally if not more important.” 

As against these vital local inter- 
ests, becoming more important with 
every passing year in the steady tran- 
sition from use of more primitive 
fuels to natural gas and fuel oils, ap- 
pellant seeks to set up its own inter- 
est in complete freedom from regula- 
tion and, if any is to be imposed, a 
supposed national interest in uniform 
regulation. The national interest, 
considered apart from its own, is 
largely illusory on this record. For 
itself, the company asserts that state 
regulation of prices and service will 
amount to a power of blocking the 
commerce or impeding its free flow. 

There are two answers. One is ex- 
perience. In so far as this phase of 


the natural gas industry has been sub- 
jected to state regulation to date, 
those effects have not been shown to 


occur. The other answer, in case 
that experience should vary, is the 
power of Congress to correct abuses 
in regulation if and when they ap- 
pear. State power to regulate inter- 
state commerce, wherever it exists, is 
not the power to destroy it, unless 
Congress has expressly so provided.™ 
It is the power to require that it be 
done on terms reasonably related to 


the necessity for protecting the local 
interests on which the power rests. 

Appellant also envisages conflicting 
regulations by the Commissions of 
the various states its main pipe line 
serves, particularly in relation to cur- 
tailment of service when weather con- 
ditions or others require it, and fears 
conflict also between the state Com- 
missions and the Federal Power Com- 
mission. It assigns these possibilities 
in support of its view that national 
uniform regulation alone is appro- 
priate to its operations. There is no 
evidence thus far of substantial con- 
flict in either respect® and we do not 
see that the probability of serious con- 
flict is so strong as to outweigh the 
vital local interests to which we have 
referred requiring regulation by the 
states. Moreover, if such conflict 
should develop, the matter of inter- 
rupting service is one largely related, 
as appellees say, to transportation and 
thus within the jurisdiction of the 
Federal Power Commission to con- 
trol, in accommodation of any con- 
flicting interests among various 
states.** 

These considerations all would lead 
to the conclusion that the states are 
not made powerless to regulate the 
sales in question by any supposed ne- 
cessity for uniform national regula- 





21 See note 19. Cf. Milk Control Board v. 
Eisenberg Farm Products (1939) 306 US 346, 
83 L ed 752, 59 S, Ct 528; Robertson v. Cali- 
fornia, supra, 328 US at é: 448; Industrial 
Gas Co. v. Public Utilities Commission (1939) 
135 Ohio St 408, 412, 29 PUR NS 89, 21 
NE2d 166; Re Service Gas Co. (1936) 15 
PUR NS 202. 

#2 Kentucky Whip & Collar Co. v. Illinois 
C. R. Co. (1937) 299 US 334, 81 L ed 270, 57 
S Ct 277; Clark Distilling Co. v. Western 
Maryland R. Co. (1917) 242 US 311, 61 L ed 
326, 37 S Ct 180, LRA 1917B 1218, Ann Cas 
1917B 845; United States v. Darby (1941) 
312 US 100, 85 L ed 609, 61 S Ct 451, 132 
ALR 1430. 
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23 There is no evidence of any conflict in 
the asserted exercise of jurisdiction by the 
appellee Commission with any functions of the 
Federal Power Commission. In granting ap- 
pellant permission under § 7(c) of the Nat- 
ural Gas Act, 15 USCA § 717f(c), to ex- 
tend its facilities to serve the DuPont plant, 
see note 4, supra, the Federal Power Commis- 
sion specifically provided that the order was 
“without prejudice to the authority of the 
Indiana Commission in the exercise of any 
jurisdiction which it may have over the sale 
or service proposed to be rendered by Pan- 
handle Eastern to Du Pont.” Cf. note 18. 

24 See note 23. 
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tion but that on the contrary the mat- 
ter is of such high local import as to 
justify their control, even if Congress 
had remained wholly silent and given 
no indication of its intent that state 
regulation should be effective. But 
in this case, in addition to those con- 
siderations taken independently, the 
policy which we think Congress has 
clearly delineated for permitting and 
supporting state regulation removes 
any necessity for determining the ef- 
fect of the commerce clause inde- 


pendently of action by Congress and 
taken as operative in its silence. 

The attractive gap which appellant 
has envisioned in the codrdinate 
schemes of regulation is a mirage. The 
judgment of the supreme court of In- 
diana is affirmed. 


Mr. Justice Jackson concurs in the 
result. 

Mr. Justice Murphy took no part 
in the consideration or decision of 
this case. 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Southern California Edison Company 


Decision No. 40580, Application No. 28625 
August 5, 1947 


PPLICATION for authority to execute and deliver credit agree- 
A ments with banks advancing funds to finance construction 
program; granted. 


Accounting, § 30 — Capital expenditures — Premium on called bonds and stock 


retired. 


Premiums paid on called bonds and on stock retired do not represent capital 


expenditures. 


By the Commission: In this appli- 
cation, Southern California Edison 
Company asks permission to execute 
and deliver credit agreements with 
various banks whereby said banks sev- 
erally agree to provide applicant with 
not exceeding $75,000,000 for the pur- 
poses hereinafter stated, and to issue, 
pursuant to the terms and conditions 
of said credit agreements, unsecured 
1} per cent notes, none of which shall 
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have a maturity later than August 8, 
1949. 

Applicant also asks that the execu- 
tion of said credit agreements and the 
issue of any notes thereunder be ex- 
empt from the requirements for com- 
petitive bidding.’ 

As of June 30, 1947, applicant re- 
ports assets and liabilities as follows: 


1 Decision No. 38614 dated January 15, 1946, 
63 PUR NS 140. 
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Utility plant 
Cost of electric plant requisitioned by U. S. Government including dismantle- 

ment expenses (amount of settlement not determined) less partial payments 

received of $900,000.00 : 
Other investments 2,046,828.58 


28,151,776.42 
h $6,491,259.61 
Special deposits 45,208.09 
Working funds 526,468.65 
Notes receivable 497.77 
Accounts receivable 4,509,729.70 
Rents receivable 137,093.24 
Accrued utility revenues 2,108,000.00 
Materials and supplies 10,661,207.34 
Prepayments 3,672,312.02 

Deferred debits 14,924,220.11 
Unamortized debt discount and expense $8,780,700.49 
Prepayments on leased electric plant 1,535,664.33 
Clearing accounts 681,464.69 
Retirement work in progress 2,472,438.53 
Other work in progress 1,061,281.19 
Other deferred debits 392,670.88 

Capital stock expense 2,289,751.83 


Total assets and other debits $451,652,852.52 


Capital stock $157,415,147.02 
Common $70,744,947.02 
Preference 4.48% convertible Series 41,334,475.00 
Cumulative Preferred 4.32% Series 41,335,725.00 
Original preferred 
Premium on capital stock 1,526,853.75 
Bonds 138,000,000.00 
Series of 3’s due 1965 
Series of 32’s due 1964 
Current and accrued liabilities 29,605,090.88 
Notes payable 
Accounts payable 
Payables to associated companies 
Dividends declared 1,486,710.98 
Customers’ deposits 537,371.06 
Taxes accrued 12,301,346.47 
Tax liability not yet charged to income 
Interest accrued 1,409,583.33 
Other current and accrued liabilities 555,110.49 
Deferred Credits 3,620,414.18 
Unamortized premium on debt 
Customers’ advanced for construction 
Other deferred credits 
Reserves 112,125,635.69 
Reserve for depreciation of electric plant $102,061,731.40 
Reserve for amortization of electric plant acquisition adjust- 
ments 1,439,930.22 
Reserve for depreciation and amortization of other property 697,682.90 
Reserve for uncollectible accounts 
Insurance reserve 
Injuries and damages reserve 
Employees’ provident reserve 
Reserve for frequency change expense 
Contributions in aid of construction 1,519,049.56 
7,840,661.44 


Total liabilities and other credits . $451,652,852.52 
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In Exhibit “E,” applicant for 1947, 
1948 and the first six months of 1949 
estimates its new construction expend- 
itures at $77,985,297 and its replace- 


ITEM 


Hydro production 
Steam production 
Vernon diesel plant 
Transmission lines 
Transmission substations 
Distribution substations 
Distribution lines 

Other new construction 
Contingencies 


Engineering, administration and interest during 


Total new construction 
Replacements 


Grand Total 


To carry forward its construction 
program applicant has borrowed from 
several banks $8,500,000 evidenced by 
its 14 per cent unsecured notes. Of 
these notes, $5,500,000 are due and 
payable August 8, 1947, and $3,000,- 
000 on September 15, 1947. Applicant 
proposes to refund said notes through 
notes issued under the credit agree- 
ments. The proceeds of other notes 
issued under the credit agreements will 
be used to reimburse applicant’s treas- 
ury because of income expended for the 
acquisition and construction of prop- 
erties, or for the acquisition of prop- 
erty, or for the construction, comple- 
tion, extension or improvement of its 
facilities, or for the improvement or 
maintenance of its service or for the 
discharge or lawful refunding of obli- 
gations issued under the terms of said 
credit agreements. 


A copy of a credit agreement is on 
file in this application as Exhibit “C.” 
The following statement shows the 
amounts which the respective banks 
have agreed to loan applicant under 
the agreements : 


109 


ment expenditures at $30,092,159 
making a grand total of $108,077,456. 
A summary of the new construction 
expenditures follows : 


1947 
$1,932,020 
15,557,105 

75 


1948-1949 








$55,407,456 


NAME OF BANK 
Bank of America N. T. & S. A. 
Los Angeles 
Bankers Trust 
York 
California Bank—Los Angeles ... 
The Chase National Bank of the 
City of New York 
Citizens National Trust & Savings 
Bank of Los Angeles 
The Farmers and Merchants Na- 
tional Bank of Los Angeles .. 
Guaranty Trust Company of New 


Company—New 


icago 

Manufacturers Trust Company— 
New York 

Mellon National Bank and Trust 
Company—Pittsburg 

National City Bank of New York 

Security-First National Bank of 
Los Angeles 

Union Bank & Trust Co. of Los 
Angeles 


Under the terms of the credit agree- 
ments applicant can borrow, repay and 
then borrow again from time to time 
during the period of two years from 
August 8, 1947. The amount bor- 
rowed at any one time from any bank 
shall not exceed the amounts shown 
above. Any loans made by applicant 
shall be represented by unsecured 
notes, similar in form to that attached 
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to the credit agreement as Exhibit 
“B.” The notes are to bear interest 
at the rate of 14 per cent per annum 
payable monthly and shall have a ma- 
turity as requested by applicant but not 
exceeding 360 days and in no event 
later than August 8, 1949. Applicant 
agrees to pay the banks at the end of 
each three months’ period following 
the effective date of the agreements a 
commitment fee of 4 of 1 per cent per 
annum on the daily average unused 
amount of the banks’ commitment dur- 
ing such period. Applicant has the 
right to reduce the aggregate commit- 
ments in multiples of $7,500,000. 
Any such reduction shall be applied 
ratably among the participating banks. 
All borrowings shall be in multiples of 
$2,000,000. All borrowings and all 
payments shall be made ratably among 
said banks. 

Applicant has the privilege of rata- 
ble prepayment of the notes in whole 
or in part at any time. It must pay 
a premium of 4 of 1 per cent of the 
principal amount of any loans repaid 
from moneys borrowed from sources 
other than bonds or debentures, or 
loans repaid in anticipation of such 
borrowings. 


It is applicant’s intention at the ap- 
propriate time, to refund the notes is- 
sued under the credit agreements 


through the issue of stock, bonds, and 
debentures or any of them. 


In Exhibit “D” applicant reports 
uncapitalized construction expendi- 
tures as of June 30, 1947, at $46,864. 
174.74. In arriving at this figure ap- 
plicant includes premiums paid on 
called bonds ($14,561,599.78) and 
premium paid ($4,908,833.31) on 
stock retired. It does not appear to 
us that the premiums paid represent 
capital expenditures. The order here- 
in will authorize applicant to use the 
proceeds of the notes issued pursuant 
to the terms of the credit agreement, to 
refund notes, to reimburse its treasury 
because of income expended for the 
acquisition and construction of proper- 
ties and to pay in part the cost of the 
properties described in Exhibit “E.” 

The Commission finds that the ex- 
ecution of the credit agreements and 
the issue of notes thereunder should be 
exempt from the provisions of Deci- 
sion No. 38614, dated January 15, 
1946, 63 PUR NS 140. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Ripley Water Supply Company 


Case 13229 
September 24, 1947 


NVESTIGATION on Commission motion as to water company's 
I duty to replace reservoir destroyed by cloudburst; company 
ordered to submit plan providing for increasing supply and for 

purification of water. 


Service, § 142 — Duty to serve — Act of God. 
A water company whose reservoir had been destroyed by a cloudburst may 
not refuse to replace the reservoir solely because of difficulty in borrowing 
money to finance such replacement, since a public utility must furnish serv- 
ice to the public in bad times as well as good, and the owners of this com- 
pany should accept this responsibility and replace the reservoir or sell the 
property or their stock to someone who can and will do so immediately. 


APPEARANCE: Donald A. Clark, 
appearing for the Ripley Water Com- 
pany, Ripley. 

Burritt, Commissioner: This in- 
vestigation was initiated by order of 
the Commission dated August 6, 1947, 
and is based on a memorandum by Mr. 
Redwood dated July 29, 1947, advis- 
ing the Commission that the compa- 
ny’s 22,000,000-gallon storage reser- 
voir had been destroyed by a rain 
storm of cloudburst proportions and 
that there was some doubt as to wheth- 
er the company would reconstruct the 
reservoir. A hearing was held at Buf- 
falo on August 8, 1947, at the same 
time with a hearing in Case 13191—a 
proceeding as to the propriety of recent 
rate increases filed by the company and 
suspended by the Commission. 

The Ripley Water Supply Company 
was organized in 1895 as a stock cor- 
poration. In 1904 land was acquired 
and a reservoir constructed. The wa- 
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tershed for this reservoir is approxi- 
mately 800 acres. The present owners 
of the company’s stock (all except 6 
shares), Mr. and Mrs. Donald A. 
Clark, acquired the stock in 1924 and 
have since operated the company. The 
company supplies water to about 360 
domestic and commercial customers 
and to three or four seasonal industrial 
customers. Normal demand is about 
100,000 gallons of water daily, but 
with seasonal demands it may run as 
high as 175,000 gallons daily. 

The company’s supply system con- 
sists of the 3,000,000-gallon reservoir 
known as “Alford Reservoir,” which 
is fed by springs and surface supply 
through Palmer Gulf creek. This res- 
ervoir is normally sufficient to supply 
the needs of the company, but in peri- 
ods of drought it is inadequate. For 
this reason a large reservoir, with a 
capacity of about 22,000,000 gallons, 
was constructed for storage purposes 
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and to feed into a stream supplying the 
smaller reservoir through a tunnel in 
times of low rainfall. The dam form- 
ing this reservoir is approximately 600 
feet long, 20 feet wide at the base, and 
40 high, and cost about $9,000 when 
built in 1904. It has a short spillway 
about 12 feet long which was built 
some time after the dam was con- 
structed—probably about 1915. 


It is this larger dam and spillway 
that was practically destroyed by the 
unprecedented rain storm on July 22, 
1947. The recorded rainfall at Erie, 
Pa., 24 miles away, was reported as 
11 inches, and Mr. Clark estimated the 
rainfall on his watershed at Ripley as 
at least 6 to 8 inches. The excess wa- 
ter overtopped the dam and took out 
a section 40 feet high and 125 feet 
across the top, with an average width 
at the bottom of 20 feet. It also un- 
dermined the spillway and moved a 
portion of it about 20 feet downstream. 
The entire storage of water was lost. 

Mr. Clark testified that he had had 
two engineers examine the break and 
they estimated that from 18,000 to 
22,000 yards of material had been tak- 
en out of the dam and that replacement 
would cost from 65 cents to $1 per 
yard. At averages of 20,000 yards and 
75 cents per yard for material, replace- 
ment of the dam would cost about 
$15,000. These engineers also re- 
ported that the spillway was too short 
and should be at least 28 feet long, and 
that to reconstruct it would probably 
cost at least as much or more as the 
repair of the dam. A preliminary sur- 
vey, plan, and estimate for reconstruc- 
tion would cost $500. The engineers 
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agree that the total cost of replacement 
might be as much as $40,000. 

Mr. Clark further testified that he 
had taken up with his local bank (First 
National Bank of Northeast, Pa.) the 
matter of financing the reconstruction 
and read a letter from the president of 
that bank stating that the bank would 
not be interested in financing such a 
project because of its legal debt limit 
and the size of the loan. He also as- 
serted that the income of the plant did 
not justify such an expenditure. He 
stated that he also talked with the 
Marine Trust Company of Buffalo and 
was told that any money loaned for 
such a purpose would be at a rate of at 
least 44 per cent but no promise of 
such a loan was made even at that 
rate. 

Mr. Clark believes that it will not 
be possible for him to replace the res- 
ervoir. He wants the village of Rip- 
ley to form a water district and take 
over the property “at an advantageous 
figure to them.” He gave it as his 
opinion that for an expenditure of 
$100,000 the village could put the sys- 
tem in good condition, and said that 
the bank had indicated that it would 
loan the money to the village for this 
purpose, possibly at 2 per cent, com- 
pared with 44 per cent which he would 
have to pay. Apparently officials of 
the municipality have shown no inter- 
est in doing this, and in fact seem to 
be opposed to it. There was no repre- 
sentative of either the town or the vil- 
lage at the hearing, although the may- 
or of Ripley was notified. 

The balance sheets for the years 
1944, 1945, and 1946, are as follows: 





RE RIPLEY WATER SUPPLY CO. 


CoMPARATIVE BALANCE SHEETS 
Year Ending Dec. 31 


Assets 
Water Plant 
Cash & Other Working Funds 
Accounts Receivable 
Materials & Supplies 
Marketable Securities 


Total Assets 


Liabilities 
Common Capital Stock 
Notes Payable 
Reserve for Depreciation 
Withholding Tax 
Dividend 
Operating Revenue 
Social Security Tax (Retained) 
Surplus 


Total Liabilities 


It will be noted that the book cost 
of water plant is $66,462. This plant 
was constructed from 1895 to 1904. 
About $21,000 of this amount repre- 
sents dam and spillway now out of 
service. Book depreciation, which has 
not been checked by the Commission’s 
staff, is $24,336 or about 36 per cent. 
Thus book cost less depreciation is 
$42,126. The company has cash of 


Operating revenue 


Operation and Maintenance Expense 
Depreciation 
Operating Taxes 


Total Operating Revenue Deductions 
Net Operating Revenue 


On an unadjusted book basis, return 
has averaged less than 24 per cent dur- 
ing these three years. Mr. Clark and 
his wife together draw salaries of $2,- 
520 from the company and receive 
dividends averaging about 4 per cent, 
except that no dividends were declared 
or paid in 1946. 


Summary and Conclusion 


Until very recently the principal 
[8] 113 


1944 
$56,778.77 
1911.92 
4131.12 
1,842.12 


$64,663.93 


1945 


$66,007.71 
2,602.49 
4,054.82 
430.86 
1,980.62 


$75,076.50 











$25,000.00 $25,000.00 
10,000.00 2,500.00 
23,319.84 24,336.30 
74.40 61.20 


16.10 ” 3.74 
6.30 6.30 
16,659.86 


18,070.60 
$75,076.50 $69,977.60 


$1,569 and marketable securities of 
$600. The only outstanding liability, 
besides some stock, is a note for $2,- 
500. Surplus at the end of 1946 ex- 
ceeded $18,000. 

Operating revenues and revenue de- 
ductions for the years 1944, 1945, and 
1946, as shown in the annual report, 
are as follows: 





$64,663.93 


1944 1945 1946 


$6,510 $6,635 


$4,009 $3,342 
930 1,016 
904 952 


$5,843 $5,310 
$666 $1,325 


owners of this company appear to have 
done fairly well with this small prop- 
erty. The company has paid the Clark 
family an annual salary and dividends, 
and has accumulated $18,000 in sur- 
plus. Now that disaster has befallen 
the company the owners seek to avoid 
responsibility for rebuilding the plant 
and desire to dispose of the property. 
A public utility cannot thus lightly 
avoid its responsibility to furnish serv- 
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ice to the public in bad times as well 
as good. The owners of this company 
should either accept this responsibility 
and replace the dam, or they should 
sell the property or their stock to some- 
one who can and will do so immedi- 
ately. The owners have not exhausted 
the possibilities of borrowing money 
or of obtaining additional revenues. 
While the company may be able to 
continue to furnish water as long as 
there is a favorable rainfall, a severe 
drought will leave the community with 
an inadequate water supply. For this 
reason immediate steps should be taken 
to remedy the situation. 

From an inspection made recently 
by the chief hydraulic engineer of the 
Commission it appears that the com- 
pany has taken no steps to repair the 
dam or improve its water supply. In 
the meantime the Commission is in re- 


ceipt of several complaints from water 
users in Ripley. Among other things, 
these complainants point out that the 
water is dirty and has a bad physical 


appearance. At times it is said to have 
a noxious odor. It is obvious that 
some steps should be taken promptly 
looking toward providing a fully ade- 


quate quantity of water. This might 
be done either by replacing the dam in 
whole or in part, or possibly by drill- 
ing wells. Something should also be 
done to improve the quality of the 
water, either through the installation 
of settling basins or of a filter plant. 
The company should secure compe- 
tent engineering advice on these mat- 
ters. 


Recommendation 


Since it does not appear that the 
company has taken any steps to meet 
its obligations to furnish the commu- 
nity with a proper and adequate water 
supply, it is recommended that it be 
required to submit to the Commission 
not later than Ocober 10th plans pro- 
viding for increasing the adequacy of 
its water supply and for the purifica- 
tion of the water. Immediately after 
the receipt of these plans a further 
hearing should be called to examine 
the company’s plans and to determine 
definitely what additions to plant it 
should be required to make. 

An order is submitted requiring the 
company to submit such plans on or 
before October 10th. 
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DETROIT v. PANHANDLE EASTERN PIPE LINE CoO. 


FEDERAL POWER COMMISSION 


City of Detroit et al. 


Panhandle Eastern Pipe Line Company 


et al. 


Docket No. G-200 


Re Panhandle Eastern Pipe Line Company 
et al. 


Docket No. G-207 
October 8, 1947 


PPLICATION for rehearing and other relief in relation to 
A rate order and subsequent Commission action viewed by 
applicant as a “finding” ; application dismissed and public hear- 

ing ordered. 


Procedure, § 34 — Rehearing — Time limitation. 
1. The Federal Power Commission has no statutory authority to grant a 
rehearing on a rate order entered almost two years before the application 
for rehearing was filed, p. 116. 

Orders, § 1 — What constitutes — “Minute” distinguished. 
2. A “minute” entered by the Commission to indicate the basis for its au- 
thorization to institute legal proceedings to enjoin violations of the Natural 
Gas Act and Commission rules, regulations, and orders thereunder, and to 
show the authority of Commission counsel to file a complaint, is not an order 
of the Commission, p. 116. 

Procedure, § 32 — Rehearing — “Minute” which is not an order. 


3. A “minute” entered by the Commission to indicate the basis for its au- 
thorization to institute legal proceedings against natural gas companies, not 
being an order of the Commission, is not the proper subject for a petition 
for rehearing, p. 116. 


¥ 
By the Commission: On Septem- “Application for Rehearing and Oth- 
ber 8, 1947, Michigan Consolidated er Relief” in which it requests, among 
Gas Company (“Michigan Consoli- other things, the following: “. . . 
dated”) filed with the Commission an that the Federal Power Commission 
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(hereinafter referred to as ‘Commis- 
sion’) without further proceedings, 
vacate and rescind its ‘finding’ dated 
August 16, 1947, in the above-entitled 
dockets and its letters of August 8, 
1947, referred to in said ‘finding’; 
and in the light of such ‘finding’ and 
letters, Michigan Consolidated further 
requests that the Commission grant a 
rehearing on its order of November 2, 
1945, allowing the rate schedules of 
Panhandle Eastern Pipe Line Com- 
pany (hereinafter referred to as ‘Pan- 
handle Eastern’) to take effect, in so 
far as and to the extent that said or- 
der may relate to any provisions of 
said rate schedules other than those 
provisions which determine rates and 
charges.” * 

The Commission’s order of Novem- 
ber 2, 1945, 4 FPC 1093 (on which 
a rehearing is now sought), allowing 
the rate schedules of Panhandle East- 
ern Pipe Line Company (hereinafter 
referred to as “Panhandle”’) to take 
effect was issued by the Commission 
after a public hearing had been held 
with respect thereto. At such hearing 
all parties including Michigan Con- 
solidated were given full opportunity 
to be heard with respect to the rea- 
sonableness and propriety of the re- 
vised rate schedules, then under con- 
sideration, which had been tendered 
for filing by Panhandle on September 
12, 1945, in accordance with an order 


of the Commission issued on Septem- 
ber 23, 1942, 3 FPC 273, 45 PUR NS 
203.8 

[1] Although Michigan Consolidat- 
ed was fully cognizant of the meaning 
and effect of the rate schedules which 
had been tendered by Panhandle on 
September 12, 1945, and the Com- 
mission’s order of November 2, 1945, 
supra, it did not apply to the Commis- 
sion for rehearing in accordance with 
the provisions of § 19(a) of the Nat- 
ural Gas Act, 15 USCA § 717r(a), 
or file with the court a petition for re- 
view in accordance with the provisions 
of § 19(b) of the act. 

It is now beyond the Commission’s 
statutory authority to grant a rehear- 
ing upon the belated application of 
Michigan Consolidated filed almost 
two years after the action complained 
of was taken by the Commission. 

[2, 3] The letters dated August 8, 
1947, referred to by Michigan Consol- 
idated in its “Application for Rehear- 
ing and Other Relief” * were only no- 
tifications to Michigan Consolidated 
and Panhandle that the Commission 
considered certain of their transactions 
to be violations of the terms of a law- 
ful rate schedule on file with the Com- 
mission. Although not required so to 
do, the Commission advised each of 
the companies concerning the legal ac- 
tion it contemplated taking to enforce 





1 The prayer for relief as set forth in the 
“Application for Rehearing and Other Relief” 
specifically requests as follows: 

Wherefore, Michigan Consolidated respect- 
fully requests that the Commission, without 
further proceedings, vacate and rescind its 
“finding” dated August 16, 1947, in the above- 
entitled dockets and its letters of August 8, 
1947, referred to in said “finding”; and in the 
light of such “finding” Michigan Consolidated 
further requests that the Commission grant 
a rehearing on its order of November 2, 1945, 
allowing the rate schedules of Panhandle 
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Eastern to take effect, in so far as and to the 
extent that said order may relate to any pro- 
visions of said rate schedules other than those 
provisions which determine rates and charges. 

2 At the public hearing Michigan Consoli- 
dated, an intervener, actively participated. Its 
counsel cross-examined extensively with re- 
spect to the meaning and effect of the rate 
schedules which Panhandle had tendered for 
filing, and, also, made an extended argument 
on such schedules. 

8A copy of each letter referred to is at- 
tached hereto as Exhibit A. 
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the provisions of a lawfully filed rate 
schedule. 

The Commission’s action of August 
16, 1947,* incorrectly referred to by 
Michigan Consolidated as a “finding” 
was, in fact, only a “minute” entered 
by the Commission to indicate the 
basis for its authorization to institute 
legal proceedings in the United States 
district court at Detroit, Michigan, 
to enjoin violations of the Natural 
Gas Act and this Commission’s rules, 
regulations and orders thereunder. 
The “minute” likewise was intended 
to show the authority of Commission 
counsel to file a complaint. 

The minute not being an order of 
the Commission is not the proper sub- 
ject for a petition for rehearing. 

Upon consideration of the “Appli- 
cation for Rehearing and Other Re- 
lief” it appears that no factual or legal 
basis has been stated for granting the 
relief sought therein, and such appli- 
cation should be dismissed. It will be 
so ordered. 

An examination of the petition for 
rehearing, however, indicates that 
there is one principal issue complained 
of by Michigan Consolidated. This 
issue involves an interpretation of the 
terms of Supplement No. 5 to Pan- 
handle’s Rate Schedule FPC No. 12. 

Although we have found that the 
petition for rehearing as prayed for 
should be dismissed, the Commission 
is of the opinion that it is in the public 
interest to hold a hearing on the issue 
of whether Michigan Consolidated has 
violated Panhandle Eastern’s Rate 
Schedule FPC No. 12, as supplement- 
ed. 


Information obtained as a result of 
an examination of the books and rec- 


€ Attached as Exhibit B. 
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ords of Michigan Consolidated indi- 
cates that Panhandle has been and 
may now be selling and delivering to 
Michigan Consolidated and Michigan 
Consolidated has been and may now 
be purchasing and receiving from 
Panhandle natural gas on a firm basis 
to supply certain requirements of more 
than 1,200,000 therms, which require- 
ments were not being supplied from 
gas purchased from Panhandle on a 
firm basis prior to October 1, 1945; 
the sale and delivery of such natural 
gas by Panhandle and the purchase 
and receipt thereof by Michigan Con- 
solidated may be violative of Pan- 
handle’s Rate Schedule FPC No. 12 
as supplemented, particularly by Sup- 
plement No. 5 thereto. 

Wherefore, in addition to the fore- 
going, the Commission further finds: 

(1) No good cause has been shown 
for granting the “Application for Re- 
hearing and Other Relief” filed by 
Michigan Consolidated September 8, 
1947, and such application should be 
dismissed. 

(2) It is necessary and proper in 
order to determine whether Panhandle 
or Michigan Consolidated, or both, 
has violated or is about to violate the 
provisions of the Natural Gas Act and 
the Commission rules, regulations, 
and orders thereunder to hold a pub- 
lic hearing concerning the facts and 
circumstances pertaining to the sale 
and delivery of natural gas by Pan- 
handle to Michigan Consolidated and 
the purchase and receipt of natural gas 
by Michigan Consolidated from Pan- 
handle on a firm basis to supply the 
specific requirements of the individual 
customers named in Par. (B) hereof; 


The Commission orders that: 
(A) Michigan Consolidated Gas 
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Company’s “Application for Rehear- 
ing and Other Relief” filed September 
8, 1947, be and the same is hereby dis- 
missed. 

(B) A public hearing be held on 
January 12, 1948, in the hearing room 
of the Federal Power Commission, 
1800 Pennsylvania avenue, N. W., 
Washington, D. C., at 10:00 a.m. 
(EST), concerning the facts and cir- 
cumstances pertaining to the sale and 


Customer Location 


Briggs Mig. Co. .....00000 3133 Miller 
Chrysler Corporation 12229 E. Jefferson 


delivery of natural gas by Panhandle 
to Michigan Consolidated and the pur- 
chase and receipt of such gas by Mich- 
igan Consolidated on a firm basis to 
supply the requirements of the follow- 
ing named individual customers using 
more than 1,200,000 therms, which 
requirements were not being supplied 
from gas purchased from Panhandle 
on a firm basis prior to October 1, 
1945: 


Quantity in Therms 
1947 


1946 
(Actual) 
1,280,000 

810,000 


(Actual first Type of 
6months) Service 
825,000 
540,000 


Firm 
Firm 


Firm 
Interruptible 
Boiler Fuel 
Interruptible 
Interruptible 


Interruptible 
Boiler Fuel 


Interruptible 


Interruptible 
Boiler Fuel 


Interruptible 
Boiler Fuel 


Interruptible 


860,000 


990,000 


Chrysler Corporation 7056 Lynch Rd. ........ 
3,690,000 


PUES REGGE GM. cccccssccss River Rouge Plant 
12,050,000 


4,280,000 
342,000 


Great Lakes Steel Corp. ...Tecumseh Rd. ......... 
Great Lakes Steel Corp. ...Mill Rd. ............... 
Great Lakes Steel Corp. ...Mill Rd. ............... 


10,290,000 


5,831,000 


Solvay Process Co. ........ 7501 W. Jefferson 
770,000 


Briggs Manufacturing Co. ..11631 Mack Street 


2,400,000 1,200,000 


General Motors Corp. ..... 1901 E. Euclid 
280,000 


Briggs Manufacturing Co. . 


Chrysler Corporation 


Timken Detroit Axle Co. .. 


Chrysler Corporation 


-3001 Miller Rd. ........ 


341 Massachusetts 


Dumfries & Viseger Sts. 


6334 Lynch Rd. ........ 


1,400,000 


2,300,000 
866,000 
184,470 


1,712,000 
550,000 
530,000 


Boiler Fuel 
Firm 
Firm 
Firm 
Firm 


3,369,000 
806,000 


2,535,000 


General Motors Corp. ..... 8601 St. Aubin 
620,600 


General Motors Corp. ..... 1901 E. Euclid 
(Chevrolet Crankshaft) 


Hudson Motor Car Co. ....12601 E. Jefferson 
Monsanto Chemical Co. ....Toledo & Jefferson 


Firm 


Firm 
Off-peak 
Special 
Interruptible 
Firm 
Interruptible 


871,000 
1,085,000 


520,000 
1,178,000 


2,135,000 
1,267,000 


1,242,000 
3,002,000 


Timken Detroit Axle Co. ..100-400 Clark 
Pord Motor Co. .cccccccese River Rouge Plant 
thereafter shall be as the trial exam- 


At such public hearing Panhandle 
iner shall determine. 


shall proceed first, followed by Michi- 
gan Consolidated, and the procedure 
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EXHIBIT A 


FEDERAL PowER COMMISSION 
Washington 25 
August 8, 1947 
Michigan Consolidated Gas Company, 
415 Clifford Street, 
Detroit 26, Michigan. 


Gentlemen : 

From available information and 
data, it appears to the Commission 
that Panhandle has been, and is, sell- 
ing and delivering natural gas to 
Michigan Consolidated, and Michigan 
Consolidated has been, and is, pur- 
chasing and receiving natural gas from 
Panhandle contrary to the provisions 
of Panhandle’s Rate Schedule FPC 
No. 12 as supplemented, particularly 
by Supplement No. 5 thereof. 

The Commission is of the opinion 
that such sales and purchases made 
contrary to the said rate schedule are 


seriously and detrimentally affecting 
the public interest. 

As you are well aware, Panhandle’s 
Rate Schedule FPC No. 12 as supple- 


Customer 


Bias: HE GA cccssvccscesscncsiaces 3133 Miller 
12229 E. Jefferson 
eee ror 


PORE Fe Gi sink wk ccawcscccstncseses Rouge Plant 


Great Lakes Steel Corp. .......0eces0 C.D er ere 
Cent Lah SOE GOP, 2. cccccccecsis PN PEE: waiesdncdacsccdesnteaceones 


Chrysler Corporation 
Chrysler Corporation 


mented is the only rate schedule on file 
with this Commission covering the 
sales of natural gas by Panhandle to 
Michigan Consolidated for resale in 
the city of Detroit, Michigan. The 
Commission interprets this schedule as 
providing, among other things, that 
Panhandle may not sell and Michigan 
Consolidated may not purchase nat- 
ural gas on a firm basis to supply the 
requirements of an individual custom- 
er using more than 1,200,000 therms 
per year unless such individual cus- 
tomer was using more than 1,200,000 
therms per year and such requirements 
were being supplied from gas pur- 
chased from Panhandle on a firm basis 
prior to October 1, 1945. 

Based on this interpretation, it ap- 
pears that the sale and delivery of 
natural gas by Panhandle, and the pur- 
chase and receipt of such gas by Michi- 
gan Consolidated for resale to the fol- 
lowing customers are violative of 
Panhandle’s only lawful rate schedule 
on file with this Commission: 


Location Type of Service 


Firm 
Firm 
Firm 

} Interruptible 
Boiler Fuel 
Interruptible 
Interruptible 


" Interruptible 
Great Lakes Steel Corp. .....ccccccces See rere eee ee } tote Fuel 


eS 7501 W. Jefferson 


The sale and delivery of natural gas 
by Panhandle to Michigan Consoli- 
dated, and the purchase and receipt of 
such gas by Michigan Consolidated 
for resale to the customers of Michi- 
gan Consolidated listed above are 
therefore deemed by the Commission 
to be in violation of the Natural Gas 
Act and the Commission’s rules, reg- 
ulations, and orders thereunder. It 
appears that there may be other acts 
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Interruptible 
and practices engaged in by Panhandle 
and Michigan Consolidated with re- 
spect to the sale, delivery, purchase, 
and receipt of natural gas for large 
individual consumers in Detroit, 
Michigan, which are in violation of 
Panhandle’s only lawful rate schedule 
on file with this Commission and 
which are therefore in violation of the 


Natural Gas Act and the Commis- 
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sion’s rules, regulations and orders 
thereunder. 

By the acts and practices engaged 
in by Panhandle and Michigan Con- 
solidated, hereinbefore referred to, 
the health, safety and welfare of a 
large number of inhabitants not only 
of the state of Michigan, but also of 
other states in which Panhandle gas is 
distributed, may be seriously jeopard- 
ized during the coming winter. 

In view of the above and particular- 
ly because of the adverse effect a con- 
tinuation of the acts and practices in 
violation of a lawful rate schedule on 
file with this Commission may have on 
the public interest, the Commission is 
of the opinion that such acts and prac- 
tices must be discontinued forthwith. 


If such acts and practices are not 
discontinued forthwith and the Com- 
mission notified by letter received on 
or before August 13, 1947, of the dis- 
continuance thereof, the Commission 
will have no alternative but to proceed 
in accordance with the legal remedies 
available to it under the Natural Gas 
Act to enforce compliance with that 
act, and the Commission’s rules, reg- 
ulations, and orders thereunder. 

By direction of the Commission. 

Very truly yours, 
Leon M. Fuquay 
Secretary. 


Copy to: 
Donald R. Richberg, Esq., 
815—15th St. N. W., 
Washington, D. C. 


Michigan Public Service Commission, 
Lansing 13, 
Michigan. 


Panhandle Eastern Pipe Line Company, 
1221 Baltimore Avenue, 
Kansas City, Missouri. 


John W. Scott, Esq., 
1029 Vermont iA N. W., 
Washington, D. C. 
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EXHIBIT A 


FEDERAL PowER COMMISSION 
Washington 25 
August 8, 1947 
Panhandle Eastern Pipe Line 
Company, 
1221 Baltimore Avenue, 
Kansas City, Missouri. 


Gentlemen : 

From available information and 
data, it appears to the Commission 
that Panhandle has been, and is, sell- 
ing and delivering natural gas to 
Michigan Consolidated, and Mich- 
igan Consolidated has been, and 
is, purchasing and receiving natural 
gas from Panhandle contrary to the 
provisions of Panhandle’s Rate Sched- 
ule FPC No. 12 as supplemented, par- 
ticularly by Supplement No. 5 there- 
of. 

The Commission is of the opinion 
that such sales and purchases made 
contrary to the said rate schedule are 
seriously and detrimentally affecting 
the public interest. 

As you are well aware, Panhandle’s 
Rate Schedule FPC No. 12 as supple- 
mented is the only rate schedule on file 
with this Commission covering the 
sales of natural gas by Panhandle to 
Michigan Consolidated for resale in 
the city of Detroit, Michigan. The 
Commission interprets this schedule as 
providing, among other things, that 
Panhandle may not sell and Michigan 
Consolidated may not purchase nat- 
ural gas on a firm basis to supply the 
requirements of an individual custom- 
er using more than 1,200,000 therms 
per year unless such individual cus- 
tomer was using more than 1,200,000 
therms per year and such requirements 
were being supplied from gas pur- 
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chased from Panhandle on a firm basis 
prior to October 1, 1945. 

Based on this interpretation, it ap- 
pears that the sale and delivery of 
natural gas by Panhandle, and the 


Customer 


Delete: BE SRy anne cdccnsessdnicensde 3133 Miller 
12229 E. Jefferson 
POE MIN EEE. 6055 xabdccanceucseacs 


Pend BEG GA 66 csc scsnccénactesesias Rouge Plant 


Great Lakes Steel Corp. ......cccceeee TEED ike ad.60ntdnckisenesie 
Great Lakes Steel Corp. .....ccccccces Mill Rd. 


Great Lakes Steel Corp. ......cccceees Mill Rd. 
Sobetar FORM GR: occcccnsececcceestes 7501 W. Jefferson 


Chrysler Corporation 
Chrysler Corporation 


The sale and delivery of natural 
gas by Panhandle to Michigan Con- 
solidated, and the purchase and receipt 
of such gas by Michigan Consolidated 
for resale to the customers of Michi- 
gan Consolidated listed above are 
therefore deemed by the Commission 
to be in violation of the Natural Gas 
Act and the Commission’s rules, regu- 
lations, and orders thereunder. It ap- 
pears that there may be other acts and 
practices engaged in by Panhandle and 
Michigan Consolidated with respect to 
the sale, delivery, purchase, and re- 
ceipt of natural gas for large individ- 
ual consumers in Detroit, Michigan, 
which are in violation of Panhandle’s 
only lawful rate schedule on file with 
this Commission and which are there- 
fore in violation of the Natural Gas 
Act and the Commission’s rules, regu- 
lations and orders thereunder. 

By the acts and practices engaged in 
by Panhandle and Michigan Consoli- 
dated, hereinbefore referred to, the 
health, safety, and welfare of a large 
number of inhabitants not only of the 
state of Michigan, but also of other 
states in which Panhandle gas is dis- 
tributed, may be seriously jeopardized 
during the coming winter. 

In view of the above and particular- 
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purchase and receipt of such gas by 
Michigan Consolidated for resale to 
the following customers are violative of 
Panhandle’s only lawful rate schedule 
on file with this Commission: 

Location Type of Service 


Boiler Fuel 


} Interruptible 
Interruptible 


Interruptible 
Interruptible 
Boiler Fuel 
Interruptible 
ly because of the adverse effect a con- 
tinuation of the acts and practices in 
violation of a lawful rate schedule on 
file with this Commission may have on 
the public interest, the Commission is 
of the opinion that such acts and 
practices must be discontinued forth- 
with. 

If such acts and practices are not 
discontinued forthwith and the Com- 
mission notified by letter received on 
or before August 13, 1947, of the dis- 
continuance thereof, the Commission 
will have no alternative but to pro- 
ceed in accordance with the legal rem- 
edies available to it under the Natural 
Gas Act to enforce compliance with 
that act, and the Commission rules, 
regulations, and orders thereunder. 

By direction of the Commission. 
Very truly yours, 

Leon M. Fuquay, 

Secretary. 


Copy to: 
Fotn W. Scott, Esq., 
1029 Vermont Ave., N. W 
Washington, D. C. 


Michigan Public Service Commission, 
Lansing 13, 
Michigan. 


Michigan Consolidated Gas Company, 
415 Clifford St., 
Detroit 26, Michigan. 
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Donald R. Richberg, Esq., 
815—15th St., N. W. 
Washington, D. C. 


EXHIBIT B 


Upon consideration of data and in- 
formation in the official files of the 
Commission, facts and circumstances 
relied upon as a basis for the letters of 
August 8, 1947, addressed to Pan- 
handle Eastern Pipe Line Company 
and Michigan Consolidated Gas Com- 
pany, the affidavit proposed to be ex- 
ecuted by Mr. Louis Zanoff, of the 
Commission’s staff, the affidavit ex- 
ecuted by the members of the Indiana 
Public Service Commission, and the 
affidavit executed by the Chairman of 
the Illinois Commerce Commission, it 
appears to the Commission that the 
sale and delivery of natural gas by 
Panhandle Eastern Pipe Line Compa- 
ny and the purchase and receipt of such 
gas by Michigan Consolidated Gas 
Company, in the manner and in the 
respects set forth in the Commission’s 
letters of August 8, 1947, addressed 
to such companies by direction of the 
Commission and signed by its Secre- 
tary, Leon M. Fuquay, violates Pan- 
handle’s filed Rate Schedule FPC No. 
12, as supplemented, as set forth in the 


complaint to be filed by the Federal 
Power Commission in the United 
States district court at Detroit, Mich- 
igan. 

Furthermore, the Commission finds 
that the sale and delivery of natural 
gas by Panhandle Eastern Pipe Line 
Company and the purchase and receipt 
of such gas by Michigan Consolidated 
Gas Company to supply the require- 
ments of the customers named in such 
letters of August 8, 1947, are contrary 
to public interest in that such gas 
should be placed in storage during 
summer months for use during the 
coming winter to relieve partially the 
critical situation which faces consum- 
ers of gas, particularly domestic con- 
sumers in the states of Kansas, Mis- 
souri, Illinois, Indiana, Ohio, and 
Michigan dependent upon Panhandle 
Eastern Pipe Line Company for their 
supply of natural gas; and that the 
public interest requires the prompt ter- 
mination of such sales and deliveries 
of gas by Panhandle Eastern Pipe 
Line Company and the purchase and 
receipt thereof by Michigan Consoli- 
dated.Gas Company for resale to the 
industrial customers specified in the 
aforementioned letters and complaint. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Arkansas-Missour1 Power Company 


Case No. 11,158 
November 24, 1947 


PPLICATION of power company for certificate authorizing 
1 \ construction of transmission line; granted. 


Monopoly and competition, § 34 — Construction of transmission line — Invasion 


of territory — Codperatives. 


A power company will be authorized to construct a transmission line to 
serve a pipe-line pumping station, where no invasion of the territory of a 
regularly authorized utility capable of furnishing the proposed service is 
involved, even though a protest is made by a rural cooperative which is not 
a public utility under Commission regulation. 


Monopoly and competition, § 40 — Invasion of territory — Rate considerations. 
Statement that the Commission would not allow a power company to invade 
the territory of another utility to serve a new customer which the present 
utility is also able and willing to serve, no matter how attractive a rate the 
power company may be able to offer and even if it is one with which the 
present utility cannot compete, p. 128. 


By the Commission: This cause 
now before the Commission is an ap- 
plication filed September 3, 1947, on 
behalf of the Arkansas-Missouri Pow- 
er Company, hereinafter referred to as 
applicant, for an order authorizing ap- 
plicant to construct, maintain, and op- 
erate a certain electric transmission 
line in Ripley county, Missouri, for the 
specific purpose of fulfilling a contract 
to supply approximately 1,800 kilo- 
watts of electric service to an oil pipe- 
line pumping station located approxi- 
mately 8 miles northeast of the city of 
Doniphan, Missouri, on Missouri 
State Highway No. 21, said pump- 
ing station being the property of the 
Magnolia Pipe Line Company. 

This matter was set for a hearing 
by the Commission at its hearing room 
in Jefferson City, Missouri, on the 
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15th day of September, 1947, on 
which date there was a hearing had 
before a member of the Commission 
after all interested parties had been 
notified of the time and place of said 
hearing. The applicant was repre- 
sented by counsel. Ozark Border 
Electric Cooperative and the Sho-Me 
Power Cooperative appeared as inter- 
veners and were represented by coun- 
sel. Mr. Dee A. Rice appeared on 
behalf of the Doniphan Telephone 
Company. 

The application states and it is 
shown by other proceedings before this 
Commission, that it is a public utility 
corporation engaged in the electric 
utility business in Butler, Wayne, and 
other counties in the state of Missouri, 
with its principal operating office lo- 
cated in Blytheville, Arkansas, and 
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that it is licensed to do business in the 
state of Missouri by virtue of author- 
ity granted by the secretary of state 
on January 29, 1947. 


The application further states that 
in order to furnish the required 1,800 
kilowatts of electric power to the afore- 
mentioned pumping station, it will be 
necessary to build a 3-phase No. 2/0 
A.C.S.R. single-pole circuit, operating 
at approximately 33,000 volts extend- 
ing from applicant’s substation at 
Corning, Arkansas, to the town of 
Success, Arkansas, on presently in- 
stalled poles, thence in a northerly and 
westerly direction approximately 44 
miles to the Missouri-Arkansas State 
Line, thence entering the state of Mis- 
souri and extending in a northerly and 
westerly direction approximately 1735 
miles to the Magnolia Pipe Line Com- 
pany’s pumping station located in the 
Southwest Quarter of the northeast 
quarter of Section 24, Township 24 
North, Range 2 East, in Ripley coun- 
ty, Missouri. The approximate route 
of that portion of the line lying with- 
in the state of Missouri is more fully 
shown on a map marked “Exhibit A” 
and attached to the application. 


The application estimates the cost 
of construction, including the cost of 
substation at northern terminus of 
line, to be $115,000 and that the an- 
nual gross revenue from same will be 
approximately $60,000. The cost of 
construction is to be financed from 
funds of applicant now available. 
All necessary waivers and local au- 
thorizations have been obtained by the 
applicant. 


Finding of Facts 


Upon the evidence adduced, we find 
the facts to be: 
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The protestant Ozark Border Co- 
operative operates a rural electric co- 
Operative. It is not a public utility, 
as defined by the Public Service Com- 
mission Law, nor is it under our juris- 
diction. 


The protestant Sho-Me Power Co- 
operative is operating as an electric 
public utility in the cities of Doniphan, 
Oxley, and Naylor in Ripley county, 
Missouri, and in Neeleyville in Butler 
county, Missouri. It has an electric 
transmission line which extends from 
its source of power in Arkansas near 
the Missouri-Arkansas State Line to 
the transmission lines which serve be- 
tween these cities. This system which 
serves these cities is not integrated 
with Sho-Me’s general or larger sys- 
tem. This transmission line into 
Doniphan, and the distribution sys- 
tem in that city, are at least 8 miles 
from this Magnolia station in question, 
and this is Show-Me’s nearest ap- 
proach to or contact with Magnolia 
Station which is 8 miles north of 
Doniphan. The transmission line in- 
to Doniphan approaches from the 
southeast. Sho-Me purchases all of 
its power for transmission and dis- 
tribution from the applicant in Arkan- 
sas near the Missouri-Arkansas State 
Line. 

The applicant has no lines in Ripley 
county, Missouri, and it admits into 
the record that its only interest in 
building the proposed line is to serve 
this Magnolia pipe-line pumping sta- 
tion and has no interest in serving 
others from the proposed line. Due 
to the character of the starting equip- 
ment proposed to be used on these 
pumps and the resultant high starting 
current at the time of starting, it is 
questionable whether this proposed 
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line could render satisfactory service 
to the general public without the use 
of adequate starting equipment. 

The character of the power and its 
application which Magnolia will need 
is expressed by an excerpt from a let- 
ter from Mr. Levy of the Magnolia 
Pipe Line Company, addressed to 
counsel for Sho-Me, reading as fol- 
lows: 

“The motors being used are 900 
horsepower each and the blocked mo- 
tor current will be of the order of 700 
per cent. This will, of necessity, re- 
quire a large back-up to any power 
system feeding our pump station. We 
therefore decided on purchasing this 
power from the Arkansas-Missouri 
Power Company.” 

Applicant’s initial sources of elec- 
tric power in Ripley county for both 
the applicant and Sho-Me are appli- 
cant’s Diesel and hydro plants located 
in Missouri and Arkansas. 

Direct solicitation by the customer, 
Magnolia Pipe Line Company, was 
made to applicant for electric service, 
said service to be available at the cus- 
tomer’s aforementioned pumping sta- 
tion about December 15, 1947, and 
applicant stands ready, willing, and 
able to provide said service in accord- 
ance with a negotiated contract, a copy 
of which is attached to the application 
and identified as “Applicant’s Exhibit 
ag 


Show-Me paid applicant an average 
rate of approximately 1.26 cents per 
kilowatt hour for electric service ren- 
dered in Ripley county during the past 
twelve months. The rate is lowered 
as the load increases and would be 
lower if Sho-Me used more power to 
serve Magnolia. Based upon the rate 
schedule as contained in the contract, 
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applicant will furnish Magnolia the re- 
quired power at an estimated average 
rate of from 9 mills to 9.9 mills per 
kilowatt hour. 

Sho-Me is now, and since its incep- 
tion has been, furnishing electric pow- 
er over its own transmission system 
to the cities of Doniphan, Oxley, 
Naylor, and Neeleyville. It pur- 
chases this power supply from appli- 
cant by virtue of a 10-year contract 
executed in 1929 as between appli- 
cant and Missouri Electric Power 
Company, predecessor of Sho-Me, and 
receives the same at a point south of 
the Arkansas-Missouri State Line 
northeast of Success, Arkansas. Sho- 
Me’s present transmission facilities 
between its towns are now taxed to 
their limit of capacity, thereby neces- 
sitating the refusal of additional serv- 
ice to a gravel company a short time 
ago. 

A plan was suggested of partially 
revamping Sho-Me’s transmission fa- 
cilities entering Doniphan, Missouri, 
in order to take on Magnolia’s load 
but it is doubtful if this would improve 
the service to the general public. The 
resultant heavy drain occasioned by 
starting Magnolia’s large motors 
would have a detrimental effect if in- 
terconnected with a general distribu- 
tion system not specifically construct- 
ed to absorb such a sudden load. 


The testimony indicates that the 
protestant Ozark Border has electric 
lines near the site of the Magnolia 
pumping station. Sho-Me has not 
shown that it has any electric lines 
nearer to this station than the lines at 
Doniphan 8 miles away. Sho-Me 
is the immediate successor of the Mis- 
souri Electric Power Company and 
the Commission has no record that 
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either Sho-Me or its predecessor has 
ever filed any maps or plats with this 
Commission claiming such territory. 
Sho-Me’s protest filed in this case 
seems to be the first claim of record 
which has been made to such territory 
and it is not explained how both prot- 
estants could have a claim to the same 
territory. 

If we have omitted any other es- 
sential facts they will be referred to 
in the opinion and conclusions to fol- 
low: 


Protestants’ Contentions 


The protestants contend: 

(1) That the point of service (the 
pumping station) is located within ter- 
ritory or general area now being 
served by both Ozark Border and 
Sho-Me who are willing and able to 
provide the required service ; 

(2) That the granting of authority 
to applicant for the proposed construc- 
tion would constitute an invasion of 
territory already served by a utility; 

(3) That the applicant does not 
have at this time any electric facili- 
ties within the borders of Ripley coun- 
ty from which the service could be 
supplied and would require applicant 
to construct approximately 44 miles of 
new line from its source of supply in 
Arkansas to the Arkansas-Missouri 
State Line and approximately 17.8 
miles of line in Missouri through Sho- 
Me territory and partially paralleling 
Ozark Border’s lines some 4 miles; 

(4) Sho-Me could furnish the same 
service by revamping only a portion 
of its existing lines, the source of sup- 
ply for both applicant and Sho-Me be- 
ing the same. 


Applicant’s Contentions 


The applicant contends: 
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(1) Sho-Me’s only source of elec- 
tric power available to supply the cus- 
tomer would be by purchase from the 
applicant, Arkansas-Missouri Power 
Company ; 

(2) The average rate paid by Sho- 
Me to Arkansas-Missouri Power 
Company for electric current furnished 
during the past twelve months was 
1.268 cents per kilowatt hours. If 
Sho-Me purchased this power from 
Arkansas-Missouri Power Company 
and sold it to Magnolia, it would earn 
a slightly lower and better rate, or 
about 1.1 mills, from Arkansas-Mis- 
souri Power Company. But if it in 
turn sold it at cost without any return 
on its investment, it would be required 
to charge a rate about 20 per cent 
higher than that proposed by Arkan- 
sas-Missouri Power Company; 

(3) Sho-Me argued that the exten- 
sion of the line by Arkansas-Missouri 
Power Company is an invasion of 
Sho-Me’s territory. Sho-Me serves 
Doniphan. What the basis for its 
claim that it has the right to serve a 
customer 9 miles away in territory in 
which it is not operating, was not dis- 
closed by any proof that the pumping 
station is in the objectors’ territory ; 

(4) The customer clearly prefers 
the supplier with adequate facilities 
and it naturally and logically follows 
that the customer does not desire to 
receive service from a utility which it- 
self cannot supply the demand and 
merely seeks to inject itself as an un- 
necessary middleman in the transac- 
tion; 

(5) Sho-Me claims that if it were 
authorized to serve the pumping sta- 
tion, it could do so by constructing 
some 9 miles of additional 33,000- 
volt line, and by changing a part, or 
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about 4 miles, of its 13,800-volt line 
to 33,000-volt and thereby could give 
improved service to Doniphan. That 
this claim was mere pretense was dem- 
onstrated by the fact that Sho-Me’s 
testimony disclosed that it was con- 
templated to increase voltage on only 
4 miles of the line from Oxley to 33,- 
000 volts, leaving Doniphan on a 13,- 
800-volt line as before; 


(6) Ozark Border Electric Coop- 
erative offered no evidence of any kind 
as to its ability to serve the pumping 
station or as to any other issue in the 
proceedings. It apparently was con- 
tent to make a gesture of opposition 
to the proposed extension—the filing 
of its intervening petition. 


Telephone Company's Contention 


Mr. Dee A. Rice, appearing on be- 
half of the Doniphan Telephone Com- 
pany, indicated there had been some 
question of applicant occupying a por- 
tion of the telephone company’s right 
of way. However, subsequently to 
date of filing the application, applicant 
has relocated that portion of the right 
of way in question so that the pro- 
posed construction will not converge 
closer than 300 feet to the telephone 
line. With reservations relevant to 
applicant’s liability for possible dam- 
age resulting from necessary cross- 
ings, Mr. Rice waived all objections 
to the proposed construction. 


Opinion and Conclusions of Law 


On its showing made herein, the 
applicant is entitled to our order au- 
thorizing it to construct the proposed 
line and to serve this pumping station 
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with electric power unless the effect 
of our order would be to authorize the 
applicant to invade the territory of a 
regularly authorized public utility 
which is willing and able to furnish 
such service and desires to do so. 


We are not convinced by any proof 
that this pumping station is within the 
service area or territory of the prot- 
estant Sho-Me, and, concededly, the 
latter’s occupation of any territory 
which it may claim does not approach 
any point nearer to this station than 
8 miles. We have no record of any 


claim previously made to this territory 
by Sho-Me or its predecessor or any 
expressed desire to serve therein and 
subject to the obligations to do so. 
The protestant Ozark Border Com- 
pany is a regularly organized REA 


corporation serving its customers in 
the rural area in which this pumping 
station is located and apparently is the 
sole occupant of such territory. 

We are not convinced by evidence 
that either protestant is able to per- 
form the service desired by the pipe- 
line company. Ozark Border ad- 
duced no evidence that it was able to 
furnish such service and Sho-Me re- 
cently was compelled on account of its 
load growth to refuse to furnish to a 
gravel company a much _ smaller 
amount of power than this pipe-line 
station will require. 


Of course, if Sho-Me, a regularly 
organized operating utility, is entitled 
to serve the area in which the pump- 
ing station is located and is able and 
willing to do so, we should not allow 
another to invade its territory no mat- 
ter how attractive a rate the invader 
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had to offer to the new customer and 
even if it were one with which the 
present operator in the territory could 
not compete. We are in no way in- 
fluenced in our conclusions by the fact 
that it may be difficult, if not impos- 
sible, for Sho-Me to meet the rate 
which the applicant has to offer to 
Magnolia and if Sho-Me could have 
the Magnolia contract it would merely 
be a middleman in the transaction and 
perhaps increase the cost of electric 
energy to the pipe-line company. Such 
contentions of the applicant are over- 
ruled. 


By our restrictions which will be 
imposed upon the applicant, the pro- 
posed line and any additions and ac- 
cretions thereto and service thereover 
will be limited to this Magnolia Pipe 
Line station so that applicant shall 


serve no others. This will, at all 
events, protect the protestants in any 
future and possible expansion of ter- 
ritory and improvements of facilities 
to serve their patrons. It will also 


prevent, as we intend it should, the 
entry of this applicant into this field 
to serve others than this pipe-line cus- 
tomer as the applicant agreed in the 
hearing. 

The applicant is an electric public 
utility operating in several cities and 
towns in this section of the state of 
Missouri and in near-by counties, one 
of which borders on Ripley county. 
This proposed line is to be integrated 
with applicant’s other electrical facili- 
ties and transmission lines and will 
draw its power from the same sources. 
The line, thus restricted, will be none- 
theless used in a public service or in 
aid of the transmission of oil through 
such pipe line. 

In our opinion the rights asked 
herein, with the restrictions suggested, 
are necessary and convenient for the 
public use, and the restrictions im- 
posed are reasonable and necessary. 
Section 5649 and Chap 35, Rev Stats 
Mo 1939. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel, 


$100,000,000 Program Planned by 
Pennsylvania Pwr. & Lt. 


HE 1948 construction budget of Pennsyl- 

vania Power & Light Company was set 
recently by the company at $28,500,000, a large 
portion of which will be required to complete 
the 150,000-kilowatt steam generating plant on 
the Susquehanna river, near Sunbury, Penn- 
sylvania, by the first of next year. 

During the next four years the company 
plans to spend $100,000,000 on new construc- 
tion, augmenting its present capacity with 250,- 
000 kilowatts of new. capacity. 


Arkansas Pwr. & Lt. to Spend 
$88,000,000 on Expansion 
A 


KANSAS Power & Licut Company has 

decided to spend $88,000,000 for its ex- 
pansion program through 1952, rather than the 
$54,000,000 previously planned, C. Hamilton 
Moses, president, announced recently. 

The expansion program includes the expen- 
diture of $10,000,000 to complete the unfinished 
Lake Catherine steam-electric station, it was 
pointed out. 

Electric power needs of the State of Arkan- 
sas will total 430,000 kilowatts in 1952, an in- 
crease of 450 per cent over the 97,000 kilowatts 
required in 1940, H. F. Minis, vice president 
said. 


Remington Rand Introduces New 
Electric Adding Machine 
A 


NEw electric adding machine has just been 

announced by Remington Rand Inc., 
Adding, Bookkeeping, Calculating Machines 
Division. Designated as Model 93100-5, it em- 
bodies several significant improvements, includ- 
ing cushioned construction for quieter opera- 
tion, a streamlined keyboard for faster action 
and an exclusive value gauge for faster figure 
evaluation. According to the manufacturer, 
these new features contribute markedly to 
operator efficiency by increasing speed of figure 
entry, minimizing distracting machine clatter, 
and permitting more rapid checking. 

As in all Remington Rand adding machines, 
Model 93100-5 utilizes the ten-key keyboard 
for touch method operation. Other significant 
features include the lengthened add-total and 
correction bars and electrified sub-total, non- 
add, repeat and direct subtraction keys. 

The new machine has a capacity up to $100,- 
000,000.00. It is available with five-inch sta- 
tionary carriage and a thirteen-inch movable 


carriage model will be in production shortly. 

Further details about these new adding ma- 
chines may be obtained from Remington Rand 
Inc., 315 Fourth avenue, New York 10, N. Y. 


Rust-Oleum Issues Bulletin On 
Chemical Resistant Coatings 


ust-OLEuM CorporATION, Evanston, IIli- 
nois, has recently issued a new descrip- 
tive bulletin on Chemical Resistant Coatings 
now in production by Rust-Oleum, Designed 
specifically as a coating for service under 
severe acid or alkali fumes, condensates, mois- 
ture vapors, alcohol fumes, greases, and oils, 
these new coatings are fortified with rubber to 
resist chemical conditions which are the major 
cause of rust in many types of industrial plants. 
The center spread of the bulletin describes 
in detail how the Rust-Oleum chemical resis- 
tant coatings provide effective, economical and 
lasting protection against rust where ordinary 
oil-type coatings are unsatisfactory. Complete, 








This Sherman Lug 
Is Made to Handle 


HEAVY 
LOADS 
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Sherman 
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© Ground 
Clamps 


® Solderiess 
Lugs 


Here is a heavy duty wrought cop- 
per lug with the strength, weight. 
and construction to do the har 
jobs—handle big loads. Precision 
made, free from defects, with 
FLAT contact surfaces. For trans- 
formers, circuit breakers and other 
heavy duty electrical equipment. 


ShHErMaN iicory very us: 


H. B. SHERMAN MFG. CO., Battle Creek, Michigan 
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easy-to-understand data is bone on co’ 
thinning, accumulated condensation, heat re. 
sistance, and interior of metal storage tanks, 

Actual instances of the coatings in use ar 
shown in photographs of plants whose equip. 
ment includes tanks and pipes for the storage 
and use of chemical products. 

Prices and full information furnished by 
writing Rust-Oleum, Box 110-HJ 2425 Oak. 
ton street, Evanston, Illinois. 


Illinois Power Plans 
$52,000,000 Program 
ey Power CoMPANY contemplates ; 
$52,000,000 expansion program, according 
to a recent annuoncement. Present plans call 
for the outlay of about $16,000,000 in 194 
$19,000,000 in 1949 and $17,000,000 in 1950, 
Allen Van Wyck, president, said that this 
will mean a rise in effective generating capacity 
to 445,000 from present 130,000 kilowatts, 
The Havana plant near Peoria is 
three more 40,00 kilowatt turbines and se 
285 pound an hour boilers to the two and ¢ 
respectively, that it recently installed, 
has just been broken for the Wood fi 
plant near Alton where three 40,000 kilo 
turbines and three 450,000-pound boilers 


be put into service. 


Doubles Capacity of Station 
for the wrenches make the Penn-Union Caen of an addition that will dot 
connector more practical—you grip it the production capacity of the New ¥ 


State Electric & Gas Corporation’s 40) 
from ANY angle, with ANY kind of Greenidge generating station at Dresdes 


wrench (box, socket or open-end). start in the spring, according to 
Jennison, president, 
If you have ever spliced wires and cables _ The addition is a part of the company’s 
in real mean locations, you probably are tinuing expansion program to replace i 
oe 0 ‘ power now purchased by the company 
a strong "booster" for Penn-Union Con- meet the increasing demands for electric 
nectors— a wide area in the Geneva and Aubum 
tricts, and in the Bath, Hornell, Dansville, a 
Because you know how much easier they tei ae wm the queutrwetias of am 
. R . igh voltage line from the station to Da 
are to use in close quarters: Working up Through its interconnecting high voltage ling 
against a wall . . . squeezing into small the addition also will help supply ine 
boxes, to join short ends of stiff wire . . . load, in the iden, ae ont 
. . + . ilbert Associates, Inc., of Reading, f 
reaching around pipes, and splicing wires eyivania, are te constiing chau 
in dark holes where you can hardly see. construction programs. 


Developed by 20 years of constant im- Portable Safety Ventilator 


provement. Accurately made, with rigid A NEw light-weight but powerful alumi 
engineering inspection. Re-usable over peru ecew varmear — 
. . save lives and improve worker eiiiciency 
and over. Can be furnished in Bronze crovidieg fiach sir to men woklar es @ 
or Aluminum. fined places, is being offered by bong E . 
Sold by Leading Wholesalers Motor Company, 178 Centre street, New 


city. 
Hed “Saf-T-Air,” lectric motd 
PENN-UNION ELECTRIC CORP., ERIE, PA. a ee ae 
The COMPLETE Line of Conductor Fittings — 3 dive Paghatg Bag be po 
rosive spark-proof aluminum, “Saf-T-Ai’ 4 


, be connected with the nearest lighting or p° 
he F * % aw Ll ie i @ | + supply outlet without danger of overload! 
‘Saf-T-Air” can be used either as 
(on en. 2 Ok OF Om @ Ok ® | eirrrin«,. ~ (Continued on page 25) 
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This kind of 


“teamwork 
pays three ways 





IT’S A FACT. When you en- 

courage retailers to modernize 

their stores, it means a three- 
way gain: They gain through the increased 
sales and profits which modernization in- 
variably produces; you gain through addi- 
tional sales of fixtures and increased com- 
mercial load; we gain because it means more 
remodeling work for us. 


Twenty-three leading trade papers con- 
sistently carry our modernization message to 
all kinds of merchants. For years, now, they 
have been impressed with the advantages of 
remodeling their stores—inside and out— 
with Pittsburgh Glass and Pittco Store Front 
Metal. Thousands of retailers have followed 
our recommendations and the lighting recom- 
mendations of the local utility. And hun- 
dreds of testimonials in our files attest to the 
greater success which has followed such ac- 
tion on the part of progressive dealers. 


So, merchants all over the country are 
alive to the necessity for improving the ap- 
pearance of their stores. The field, we believe, 

! ; is now ripe for more concentrated and co- 
ung a & - <4 i operative promotion. We shall be pleased to 
ing, t¢ ty i 5 : consult with you and your customers in con- 
ers @ nection with store modernization in your 

: ; territory. Working together, we are confident 
lator — we can contribute greatly to better business 
writes in your community. 


en uv u" 
“Be PITTSBURGH 
New Yo 


vi STORE FRONTS 


ra Pp AND INTERIORS 
G PAINTS 


* GLASS + CHEMICALS + BRUSHES + PLASTICS 


r'?T?ts$ 6.2 Ss H an oe. an oe GLAGa OM PA RY 
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SHIPS 


x*x*«rk 


HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


x**«rk 


PRESSURE VESSELS 


xx*«e 








STEEL, IRON and 
BRASS CASTINGS 


xk 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 





xx*rk 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport News, 


VIRGINIA i: 
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INDUSTRIAL PROGRESS—( Continued) 
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(Continued from page 22) 
or exhauster. It is said to be excellent for 
eliminating hazardous gases, fumes, vapors, 
dust and foul-air from drums, vats, tanks, 
tank-cars, boilers, sewers, manholes, and other 
inaccessible places. Further details can be had 
by writing the manufacturer for descriptive 
bulletin #B148. 


Porter Introduces New Line 
of Hand Power Cutters 


I N announcing their new redesigned improved 
complete line of Porter Hand Power 
Cutters featuring 15 improvements, H. K. 
Porter, Inc., Somerville, Massachusetts, stress 
a new degree of ease, strength, safety, and per- 
formance in the cutting of bolts, rods, wire, 
cable, chain, bars, and metal of all kinds. All 
standard models have all new features. 

A new folder is offered describing the com- 
plete line and recommending the cutter that 
should be used for each kind of cutting job. 


G-E Program Stresses 
“Arc Welding at Work” 


A NEw “More Power to America” program 
designed to show how increased use of 
electric arc welding in industry can reduce 
manufacturing costs and produce better prod- 
ucts has just been released by the General 
Electric Company. Showings of the program, 
which features an all-color sound movie, “Arc 
Welding at Work,” are being given throughout 





the country by local electric utilities and G-E 
welding distributors. 

“Arc Welding at Work” features 53 out- 
standing electric welding applications photo- 
graphed in the plants of metal fabricators and 
manufacturers. It shows the latest develop- 
ments in metal-arc, atomic-hydrogen, and 
Inert-Arc welding, both manual and auto- 
matic. 

Besides the film, the program is made up of 
an application manual, “Electric Arc Weld 
ing,” and a handout bulletin, “Cut Costs and 
Improve Quality with Electric Arc Welding.” 


Construction Loans Announced 


ONSTRUCTION loans — chiefly for distribu- 
tion lines, system improvements or new or 
additional generating capacity—recently were 
made to the following enterprises by the Rural 
Electrification Administration : 
North Star Electric Codperative, Baudette, 
Minn., $125,000. 
Shenandoah Valley 
Dayton, Va., $675,000. 
Virginia Electric 
Green, Va., $738,000. 
Sangre DeCristo 
Salida, Colo., $330,000. 
Northfork Electric 
Okla., $421,000. 
Central Rural Eelectric Codperative, Still- 
water, Okla., $508,000. 
Barton County Electric Codperative, Lamar, 
Mo., $330,000. 


Eectric Codperative, 


Codperative, Bowling 
Electric Association, 


Coodperative, Sayre, 








Personnel Directors! 


A new and rapid technique for urinalysis is now being recommended 


by leading Life Insurance Companies to their Medical Examiners. Both 
albumin and sugar tests can be made on only one 5-drop sample. No 


liquids, no heating. 


This procedure is so accurate and timesaving that your medical 


department should have full information. 


Ideal for use in physical examinations of personnel. 


SEND US THE NAME AND ADDRESS OF MEMBERS OF YOUR MEDICAL STAFF 
INTERESTED IN URINALYSIS AND WE WILL SEND FULL INFORMATION. 


Cargille Scientific Inc. 
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How 19,000 companies 
-) up take-home pay 


February 12, 1948 & Fe 


Let $60 represent someone’s weekly take-home pay. Deduct $18.75 for the 
purchase of a U.S. Savings Bond. That leaves $41.25. But $41.25 isn’t 
what the worker takes home. He takes home $41.25 plus a $25 Savings 





Bond. Total (assuming he holds the Bond till maturity): $66.25. 


WHAT 19,000 COMPANIES HAVE LEARNED 
19,000 companies operating the Payroll 
Savings Plan (for the regular purchase 
of Savings Bonds) find it has made em- 
ployees more contented—has decreased 
absenteeism—even reduced accidents! 

In addition, the Plan has other basic 
benefits to business: 


SPREADING THE NATIONAL DEBT 
HELPS SECURE YOUR FUTURE 


Your business is closely dependent 
upon the national economy, which will 
be strengthened by distribution of the 
public debt as widely as possible. How 
that works is described in the free 
brochure shown at the right. 


ACTION BY TOP MANAGEMENT NEEDED 
War-time emotional appeals are gone. 
Sponsorship of the Payroll Savings 
Plan by a responsible executive in your 
company is necessary to keep its bene- 
fits advertised to employees. 

The Treasury Department’s State Di- 
rector, Savings Bonds Division will glad- 
ly help you make sure the Plan is ade- 
quately maintained in your company. 






FREE BROCHURE 
expresses the views of 
two business leaders. 
Be sure to get your 
copy from the State 
Director . . . today! 





The Treasury Department acknowledges with appreciation 
the publication of this message by 


Pusiic UTILiries ForTNIGHTLY 


This is an official U.S. Treasury advertisement prepared under the auspices of the 
Treasury Department and the Advertising Council 
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the luxurious new 






























ELECTRIC RANGES 





Since 1898 Makers of Fine Stee! Products 





Domestic Appliance Division 






















Product of PRESSED STEEL CAR COMPANY, INC. 
PRESSED STEEL CAR COMPANY, INC. 
666 Lake Shore Drive, Chicago 11, Illinois 


Presto Deepwell-Pressure 
Cooker. Automatic 
Deepwell » Wel-Com-Up 
fourth surface cooking unit 


fully automatic. Two big 
ovens—one super-sized, 
one auxiliary, both 
automatic « Two appliance 
outlets—one automatic « 
Warmer drawer that 
maintains 130-degree heat. 
Spacious storage drawer ° 
Choice of four different 
top arrangements— 
Safety-Top, Cluster Top, 
Divided Top, 4-Unit Top. 







Complete Line 
includes: 
CUSTOM 8 

DE LUXE 6 

DE LUXE 4 
BUDGET 
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JOHNNY CAPACITOR’S KILOVAR ECONOMICS 


KWHR LOSSES FROM KVAR 
TRANSPORTATION MAY EQUAL 
1/5 OF YOUR DOMESTIC LOAD 





4 


Energy losses due to kilovar trans- 
portation can actually exceed 1/5 of 
your domestic load. Reducing these 
losses by supplying on-the-spot kilo- 
vars from capacitors offers exceptional 
savings and advantages today, for 
these reasons: 

1. Capacitors are now low in cost— 
less than $10 per kilovar installed. 
2. Increased system capacity is made 
available immediately, as soon as on- 
the-spot kilovars are supplied. 

That is the dollars and cents side of 





JOHNNY SAYS: 


“With load increases eating into reserve carrying capacity—and with 
costs of both fuel and equipment going up—losses caused by kilovars are 
more costly than ever before.” 


the story. Important system improve- 
ments also result. Voltage drops 
throughout the system are reduced. 
More kilowatts per ampere can be de- 
livered. Distribution systems are 
cleared for carrying increased pay 
load. 

Your General Electric representa- 
tive will be glad to explain in further 
detail the specific advantages of ap- 
plying capacitors to your system. Or 
writeto Apparatus Department, General 
Electric Company, Schenectady 5, N. Y. 





GENERAL 4 ELECTRIC 
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AN UNFAILING ADVANTAGE 


Whatever your control requirements may be, it is conceded that the 
switch in a control warrants first consideration, due to its functional character- 
istics. All Mercoid Controls are equipped exclusively with hermetically sealed 
mercury switches of special design and critically selected materials @ Mercoid 
mercury switches are known the world over for their dependable service. They 
are not affected by dust, dirt or corrosion; nor are they subject to,open arcing 
with its attendant consequences of pitting, sticking or oxidized contact sur- 
faces, all of which, are likely to interfere with normal switch operation @ 
That is why among other things, Mercoid Controls on the whole give you 
assurance of better control performance and longer control life-—a distinct 
and unfailing advantage —the reason why they are also the choice of America’s 
leading engineers for many important industrial applications. 


Catalog Sent Upon Request 


Zam 
*MERCOI CONTROLS 
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Here’s an 






appraisal 






service in one 












convenient 


package 


y can buy an appraisal 
service that’s designed 

to meet your individual needs 
It covers both ‘‘rate-base”’ 
and “property’” appraisals. It 


is available in one convenient 





economical package, either 






complete or including only 


those phases that you 






require. 








AS: 


Appraisal . Budget . Business Studies - Consulting Engineering - Design & Construction . Financial . ladustrial Relations » 
taspection & Expediting . insurance & Pensions . Purchasing . Rates & Pricing . Research . Sales & Marketing . Systems & Methods . Taxes » Trails 
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cL RIGHT 
SPECIFIED RIGHT; 


and SERVICED RIGHT 


International Truck quality is demonstrated in International’s Load -Co- Ordination — achieved 
public utility work everywhere. through the International Truck Point Rating Sys- 
Of added value is this: International Trucks are tem—shows the payload to be carried for maximum 
old right; specified right; and serviced right. operating efficiency. 
The complete International Line includes a truck For detailed recommendations for your jobs, see 
bf the right type and size for every utility job. your International Dealer or Branch. 
International’s Performance-Co-Ordination ex- Motor Truck.Division s 
pertly fits each truck—engine, transmission, axle 'NTERNATIONAL HARVESTER COMPANY - Chicago 
nd other components—for the work to be done. OMS Gye 


Tune in James Melton on “Harvest of Stars.” NBC Sundays. & MAA * 


INTERNATIONAL ‘Trucks 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tue American Arppraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
sit hla PHILADELPHIA unin 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








xi Jord, Bacon & Davis 


sD VALUATIONS EF ; CONSTRUCTION 
reports UUGIMCCES “Oire cases 
NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 











GILBERT ASSOCIATES, Inc. 


SPECIALISTS 








ENGINEERS 
Seenen, Bioceric, Ges, Hpdon: POWER ENGINEERING SINCE 1906  .,. -nasing and Expediting 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 

Personnel Relations, 


Operating Betterments, Reading e Philadelphia Caistaal baw Ineeumeaiee: 


Inspections and Surveys, 
Feed Water Treatment. Washington °* New York Accident Prevention. 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 


FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 





ENGINEERS 


1518 Walnut 











WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 




















N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





ft Complete Services for GAS and ELECTRIC Utilities 


e 
DESIGNING * ENGINEERING * CONSTRUCTION Oey War 
PIPING * EQUIPMENT * SURVEYS * PLANS TA ra 2k 
Complete Plants, Additions or Installations . ee 
ENGINEERS * CONSTRUCTORS * MANUFAC 


every detail geared to more profitable operation. 


See Sweets Files, Refinery Catalog, etc., for details 





SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, lil. 








E. A. STEINBERGER 


Consulting Valuation Accountant and Engineer 
Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 


Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 


1309 Liberty Bank Building Dallas 1, Texas 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Re ports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. BLACK & VEATCH 
FRANCIS S. FRIEL CONSULTING ENGINEERS 


Consulting Engineers 
Water, Sewage and Industrial Waste Problems Appraisals, investigations and re- 
Airfields, Refuse Incinerators, Industrial Buildings ports, design and supervision of con- 
City Planning, Reports, Valuations, Laboratory struction of Public Utility Properties 


1528 WALNUT STREET PHILADELPHIA 2 4706 BROADWAY KANSAS CITY, MO. 
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EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public — hy sag Eg Reports and 


Original Cost S 
910 Blectric Building Indianapolis, Ind. 


FRANK O’NEILL 
Pablic Utility Consultant 
612 No. Michigan Ave., Chicago 4, Illinois 


A 4, a 





lol, insurence, tax, rate case 
work and original cost studies. 








W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


ROBERT T. REGESTER 


Consulting Engineer 


Hyprauuic Strucrurss — UTiries 
FLoop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 








Francis S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


A. S. SCHULMAN ELEctrIic Co. 
Contractors 
TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH DEARBORN St. CHiIcaco 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Appraisals - Investigations - Reports 
in connection with 


rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 


MANFRED K. TOEPPEN 
ENGINEER 
CONSULTATION—I NVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 


Ma $s 
639 South Spring Street. Los Angeles 14, Calif. 
26! Broadway, New York 7, N. Y. 











LUCAS & LUICK 
ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 











WESTCOTT & MAPES, inc 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS ©¢ REPORTS 
DESIGN ¢ SUPERVISION 


New Haven, Connecticut 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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TOUGH JOB - TOUGH TRUCK 


ri - yy 
a Ep La 


hen there’s heavy hauling to be done, there’s 
othing like a heavy duty GMC. Here are trucks 
hat are designed and engineered by specialists 
in commercial vehicles exclusively . . . trucks 
hat are built to take the toughest jobs in stride. 
. powerful GMC- 


built valve-in-heads engineered to stand up 


Engines are truck engines .. 


under the most rugged going. Chassis are truck 


chassis through and through ... designed to haul 


big pay loads, day after day. There are engine, 


chassis and equipment options to meet every 
specific hauling need. For stamina and sturdi- 
ness you can’t beat a heavy duty GMC... and 
many models are now available for quick delivery. 


GMC TRUCK & COACH DIVISION 
GENERAL MOTORS CORPORATION 





theres a Meavy-Outy CMC for Every Type of Meavy Hauling 


A wide range of heavy duty gasoline 
and Diesel truck types ... weight rat- 
ings from 19,000 to 90,000 Ibs. 

« 


Strongest, sturdiest chassis GMC has 
ever built . . . rugged, truck-designed 
axles, transmissions, clutches, brakes 
frame and springs. 

+ 


Powerful, dependable GMC-bullt valve- 

in-head gasoline engines of the same 

basic design as the famous GMC “Army 

Workhorse” ... four heavy duty sizes. 
. 


Exclusively engineered Diesel chassis 
with many specialized features .. . 
exclusive, famous GMC 2-cycle Diese 
engines in two power ranges. 


THE TRUCK OF VALUE 


GASOLINE e DIESEL 





